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Freedom and Justice 


A WORTHY CHALLENGE TO AMERICA’S UNIVERSITIES 
By DWIGHT D. EISENHOWER, President of the United States 
Deliwered at Baylor Uniwersity Commencement, Waco, Texas, May 25, 1956 


fellow Texans, the honor you have conferred on me 

joins me with a great school of great traditions, 
of great achievements, of great goals. Baylor's 10 schools 
and colleges are the fruition of seeds planted in 1845 at Old 
Independence. Baylor's graduates in positions of leadership 
testify to the wisdom and foresight of Baylor's founders. Your 
magnificent Armstrong Browning library exemplifies the 
growth of Baylor as a principal cultural center of the South- 
west. 

This university is dedicated to true education; it strives 
to develop wisdom. This implies, over and beyond mere 
knowledge, an understanding of men’s relationship to their 
fellow men in a world created for their stewardship by a God 
in whose image they are all made. 

You have been taught here to do justice and to love mercy 
and to walk humbly before your Maker even as you use every 
opportunity to better yourselves through the profession in 
which you have been here grounded. 

Now you enter a new phase of your life experience—in 
a world where the principles by which you live are frequently 
flouted and ignored. What is your place in this world? What 
can you do to improve it? Pointedly, what can each one of 
you as an individual do to promote a world society that 
respects the values in which you, and this school, believe 
so deeply. The thoughts I bring to you this morning deal 
primarily—and that sketchily—with the international phases 
of a suggested answer. 

I speak of international affairs for a very simple reason. 
In the fundamental struggle in which the world is now en- 
gaged, world issues create, or at least color, almost every 
domestic question and problem. 
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Clear comprehension of the basic factors involved is 
vitally important to leaders and officials and to every citizen 
of this country and of the free world. Such understanding, 
I submit, is especially important to you young people who 
perforce must look at these critical current problems against 
a horizon of 10, 20, 40 years hence. 

Today a militant, aggressive communistic doctrine is 
dominant over much of the world’s surface and over hundreds 
of millions of the world’s people. In the postwar period we 
have seen it indulge in a particularly cynical type of colonial- 
ism, expressed in the Communist subjugation of once free 
and proud nations in Europe and in Asia. Simultaneously, 
in the free areas of the world, 600 million people in more 
than a score of new countries have achieved independence. 

Communism denies the spiritual premises on which your 
education has been based. According to that doctrine, there 
is no God; there is no soul in man; there is no reward beyond 
the satisfaction of daily needs. Consequently toward the 
human being communism is cruel, intolerant, atheistic. This 
doctrine, committed to conquest by lure, intimidation, and 
force, seeks to destroy the political concepts and institutions 
that we hold to be dearer than life itself. Thus communism 
poses a threat from which even this mighty Nation is not 
wholly immune. 

Yet communism is, in deepest sense, a gigaritic failure. 

Even in the countries it dominates hundreds of millions 
who dwell there still cling to their religious faith; still are 
moved by aspirations for justice and freedom that cannot be 
answered merely by more steel and bigger bombers; still 
seek a reward that is beyond money or place or power; still 
dream of the day that they walk fearlessly in the fullness of 
human freedom. 
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DWIGHT D. EISENHOWER 


The destiny of man is freedom and justice under his 
Creator. Any ideology that denies this universal faith will 
ultimately perish or be recast. This is the first great truth 
that must underlie all our thinking, all our striving in this 
struggling world. 

A second truth is that the fundamental principles of human 
liberty and free government are powerful sources of human 
energy, loyalty, dedication, and guides to enduring success. 
They are mightier than armaments and armies. 

Americans have recognized those two truths in the historical 
documents of the Republic. They are repeated in the 
preamble to the fundamental policy statement in our current 
series of national security directives. In part that preamble 
reads: 

“The spiritual, moral, and material posture of the United 
States of America rests upon established principles which 
have been asserted and defended throughout the history of 
the Republic. The genius, strength, and promise of America 
are founded in the dedication of its people and government 
to the dignity, equality, and freedom of the human being 
under God. 

“These concepts and our institutions which nourish and 
maintain them with justice are the bulwark of our free society 
and are the basis of the respect and leadership which have 
been accorded our Nation by the peoples of the world.” 

Much as we are dedicated to this expression of lofty 
sentiment, it will count for little unless every American—to 
the extent of his influence and capacity—daily breathes into 
it the life of his own practice. The test is the readiness of 
individuals to cleave to principle even at the cost of narrower, 
more immediate gains. 

For you graduates, and for all citizens, opportunities to 
strengthen our assault on injustice and bigotry will be as 
numerous as the tasks you undertake and the people you meet 
each day. Nothing I might add could either quicken your 
recognition of such opportunities or strengthen your response 
to them. But certain it is that in this recognition and this 
response will be found the measure of America’s future safety, 
progress, and greatness. 

The third great truth that must underlie our thinking on 
international questions is this: People are what count. A 
sympathetic understanding of the aspirations, the hopes and 
fears, the traditions and prides of other peoples and nations, 
is essential to the promotion of mutual prosperity and peace. 
Such understanding is a compulsory requirement on each of us 
if, as a people, we are to discharge our inescapable national 
responsibility to lead the world in the growth of freedom and 
human dignity. 

Communism seeks to dominate or to destroy; freedom 
seeks to cooperate and to help others to build. But these 
basic differences are not self-evident. Therefore, the people 
of the world are not necessarily thinking in terms of opposing 
concepts of communistic dictatorship and of human rights and 
freedom. 

Rather, today, the most unyielding expression of peoples’ 
aspirations seems to be an intense nationalism. There is 
nothing to be feared in this—of itself. The right of a people, 
capable of self-government, to their own political institutions 
is deeply imbedded in American thinking. Among peoples as 
among our own citizens we believe the rights of the weak are 
identical with those of the strong. And, in the past we have 
helped many small nations to independence. We will continue 
to hail with satisfaction the birth of each new nation whose 
people, achieving independence and freedom, become peaceful 
members of the world community. 

In this day, however, one acute economic problem grows 
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more acute as each new nation steps forward to an inde- 
pendent place in the international family. New nations, 
springing up, create new political boundaries. Far too often 
these political boundaries become serious barriers to the flow 
of trade. 

Such barriers are daily of more importance as increasing 
industrialization and specialization critically increase the 
economic interdependence of peoples. Specialization in any 
area—which implies an unbalanced local economy—is not 
necessarily a weakness, provided always that there is free 
opportunity for exchanging a portion of the products of 
such specialization for the other things needed to satisfy the 
requirements of people. 

This means that, where any nation does not possess, within 
its own boundaries, the major elements of a broadly balanced 
economy, it is normally handicapped in assuring maximum 
satisfaction of human wants and a stable prosperity for its 
own people. So we find that the emotional urge for a com- 
pletely independent existence may conflict with an equal 
desire for higher living standards. 

This conflict, so obvious, is often ignored. But even the 
productivity and prosperity of this great country would vanish 
if our States were 48 separate nations, with economic and 
political barriers at each boundary preventing or impeding 
the interflow of goods, people, and information. 

We must put to outselves this question: How can we 
help answer both the great desire of peoples for a separate, 
independent existence and the need for economic union or, 
at least, effective cooperation among them? 

This question is of vital importance to every nation. 
Unhappiness, unrest, and disaffection caused by depressed 
living standards can be as acute as when caused by political 
injustice. Disaffection, long continued, in any portion of the 
earth, can bring about political convulsions and grave global 
crises. In Communist areas the answer is achieved by com- 
pulsion. 

But effective cooperation is not easily accomplished among 
free nations. Permit me in one illustration to point up the 
difficulty, among free peoples, of progress toward this type 
of union. 

The statesmen of Western Europe have long been aware 
that only in broad and effective cooperation among the 
nations of that region can true security for all be found. They 
know that real unification of the separate countries there 
would make their combined 250 million highly civilized 
people a mighty pillar of free strength in the modern world. 
A free United States of Europe would be strong in the skills 
of its people, adequately endewed with material resources, 
and rich in their common cultural and artistic heritage. It 
would be a highly prosperous community. 

Without such unification the history of the past half century 
in Europe could go on in dreary repetition, possibly to the 
ultimate destruction of all the values those people hold most 
dear. With unification, a new sun of hope, security, and con- 
fidence would shine for Europe, and for the free world. 

Why, then, has this great objective not been attained 
by intelligent peoples? The basic reasons are simply stated. 
First: It is the great pride of each nation in separate existence. 
Second, it is the intense fear of losing, in such a union, cher- 
ished local traditions and cultural and political institutions— 
and of suffering temporary economic dislocations. We, of 
course, appreciate the weight of such considerations—and are 
therefore patient—even though the history of this largest of 
our States refutes the fears that seem to loom so large in 
Europe. 

Another stumbling block to European unity is the failure 
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of populations as a whole to grasp the long-term political, 
economic, and security advantage of union. These are matters 
that do not make for a soul-stirring address on a national holi- 
day. They can be approached only in thought, in wisdom— 
almost, we might say, in prayer. 

Nevertheless—and happily—much progress has been made. 

Years ago our European partners began both to study and 
to act. Our country's help was given wherever possible because 
our own future security and prosperity are inescapably linked 
to those of our European friends. There was established the 
Brussels Compact, the Organization for European Economic 
Cooperation, the European Payments Union, the European 
Coal and Steel Community, and the Council of Europe. The 
North Atlantic Treaty Organization—NATO—although an 
organization comprehending much more than Western Europe, 
nevertheless provides the cooperative mechanism for greater 
security in the area. All these were set up to attack immediate 
problems in cooperation. 

Despite setbacks and difficulties, these have been operating 
with increasing efficiency. So, European Union, one of the 
greatest dreams of western man, seems nearer today than at 
any time in centuries, providing bright promise for the future 
of our European friends and for the growth and strength of 
liberty. 

On a broader geographical scale, members of the Atlantic 
Community are working together in many different ways and 
through many different agencies. But such cooperation can 
usefully be further developed. At the NATO meeting several 
weeks ago it was decided that the members of the Atlantic 
Community should “examine actively further measures which 
might be taken at this time to advance more effectively their 
common interests.” They designated a committee of three 
foreign ministers to advise on “ways and means to improve 
and extend cooperation in nonmilitary fields and to develop 
greater unity within the Atlantic Community.” 

This effort recognizes the truth that all peoples of the free 
world must learn to work together more effectively in the solu- 
tion of our common problems or the battle for human liberty 
cannot be won. Among equals, attempting to perform a difh- 
cult task, there is no substitute for cooperation. 

It is gratifying, to all of us, to know that Senator Walter 
George has agreed to act as my personal representative and 
special ambassador in working for this new evolution of the 
Atlantic Community. Nothing could testify more forcefully to 
the critical importance of this project than the willingness of 
Senator George to undertake it. 

Patiently but persistently we must work on. We must take 
into account man's hunger for freedom and for food; all men’s 
dignity as well as some men’s power; the eventual triumph of 
right and justice over expediency and force. 

The responsibility for carrying forward America’s part in 
helping improve international cooperation cannot be met 
through paperwork in a governmental bureau. But it can be 
met through a combined effort by all of us, in and out of 
Government, all trying to develop the necessary understanding 
that every international problem is in reality a human one. 
You—the fortunate graduates of this great institution—are in 
a particularly advantageous position to lead in the development 
of this kind of thinking and understanding. 

You owe it to yourselves and to your country to continue 
your study and critical analysis of the great international 
questions of our day. You can join with like-minded men and 
women in the many voluntary associations that promote 
people-to-people contact around the world. By means of them, 
the thorny problems of the time are scrutinized from many 
viewpoints. Solutions are approached by many avenues. Crea- 
tive thinking is sparked. Mutual understanding is furthered. 
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Thus, every thinking person will come to understand that 
his country’s future will be brighter as the lot of mankind 
improves; that no nation can in the long run prosper except 
as the world enjoys a growing prosperity. 

We must indeed be partners for peace and freedom and 
prosperity, if those words are to record achievement as well 
as to express a dream. 

The foreign policy of this Republic—if it serves the endur- 
ing purposes and good of the United States—must always 
be founded on these truths, thus expressing the enlightened 
interests of the whole American people. 

Certainly the basic foreign-relations measures taken by the 
United States in this century have been so developed. They 
do not belong to any political party—they are American. 
These measures range from our support of the Organization of 
American States to our membership in the United Nations 
and our present programs of partnership and assistance. 

The United Nations by its very comprehensiveness is a 
unique association within which nations of every political 
complexion and philosophy have their place. The smaller 
groupings, in which we hold membership, are bound together 
by a respect for common values and principles. They conform, 
of course, to the U. N. Charter. But in each organization the 
likeness in background or interest or purpose that characterizes 
the membership and the restricted geographical limits within 
which it operates—assure more effective discharge of their 
functions than is possible in a group as large as the U. N. 

We shall continue in our loyalty to the United Nations. But 
we should, at the same time, further expand and strengthen 
our other international associations. 

Some of them, although only a few years old, are already 
household words, recognized as immense contributions to the 
prosperity and the security of particular areas in the free world 
—and to our own prosperity and security. Yet none provides 
a complete answer to any of our international problems. Again, 
consider NATO. 

A united Western Europe may still be on the far-off hori- 
zon. NATO is, nevertheless, 2 great alliance, rich in human 
and natural resources. But this great array is neither self- 
sustaining nor self-sufficient. Its freedom and prosperity and 
security are intertwined with the freedom and prosperity and 
security of many other nations—old and new and still to be 
born—that people an even greater portion of the earth. Within 
this community of freedom all are more sure of their independ- 
ence and prosperity and security when all join so that: 

Mutual trade is fostered. 

Legitimate political and economic aspirations are advanced. 

Cultural traditions are respected. 

The difficulties and misfortunes of the weaker are met by 
help from the stronger. To be backward or pennywise in our 
practice of this truth can lead only to greater risk and greater 
cost—far greater cost to ourselves. 

The ways in which progress along these four roads can be 
achieved are legion in number. The first, of which I've spoken 
at some length, is the need for the growth and spread of under- 
standing among our own people. The next is that the peoples 
of other nations must, through similar study and thought, 
recognize with us the need for this kind of cooperation. This, 
in itself, is not easy. Many nations, although their cultures are 
ancient and rich in human values, do not possess the resources 
to spread the needed education throughout their populations. 
But they can wisely use help that respects their traditions and 
ways. 

For example, the whole free world would be stronger if 
there existed adequate institutions of modern techniques and 
sciences in areas of the world where the hunger for knowledge 
and the ability to use knowledge are unsatisfied because educa- 
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tional facilities are often not equal to the existing need. 

Do we not find here a worthy challenge to America’s uni- 
versities and to their graduates? I firmly believe that if some 
or all of our great universities, strongly supported by private 
foundations that exist in number throughout our land, sparked 
by the zeal and fire of educated Americans, would devote them- 
selves to this task the prospects for a peaceful and prosperous 
world would be mightily enhanced. 

In no respect should the purpose of these institutions be to 
transplant into a new area the attitudes, the forms, the pro- 
cedures of America. The staffing, the conduct, the curriculum 
of each school would be the responsibility of the people where 
the school might be built. 

Each school would help each nation develop its human and 
natural resources and also provide a great two-way avenue of 
communication. We would gain new knowledge and wisdom 
out of the priceless values of another people's traditions and 
proud heritage. They would gain knowledge in the technical 
and scientific fields where we have had an earlier start. 

Such a voluntary effort in people-to-people partnership 
would be a dynamic, a fruitful corollary to three elements 
already effectively at work in our governmental foreign policy. 

To our atoms for peace program. 

To our efforts to establish a climate in which universal dis- 
armament can go forward. 

To our long-sustained campaign for the exchange of know!- 
edge and factual information between peoples. 

Purposes and projects such as these—formulated by Repub- 
licans and Democrats—are parts of a comprehensive effort to 
meet present and future needs, to solve problems in the en- 
lightened self-interest of the United States. It takes into 
account our global concerns on all the continents, on all the 
oceans. 

It is not a haphazard, makeshift arrangement to meet day- 
to-day crises—big or little or imaginary. 

Instead, it is a platform for the development of a stable, 
prosperous, peaceful world. Immediately concerned with this 
year and next year, our foreign policy is a realistic approach 
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to a better world for all in 1966, 1976, and 1996 

The basic policy objectives I have described are in further- 
ance of the aspirations of those who founded the Republic. 
These objectives are plainly advanced if we foster and secure 
conditions at home and abroad with which this system of free- 
dom can live and under which it can find fertile ground for 
acceptance and growth. Thus our security and our aspirations 
are linked with the security and aspirations of liberty-loving 
people in many other lands. It is idle to talk of community of 
interest with them in measures for defense, without recogniz- 
ing community of interest with them in that which is to be 
defended. 

Security cannot be achieved by arms alone, no matter how 
destructive the weapons or how large their accumulation. 

So today it is vitally important that we and others detect 
and pursue the ways in which cultural and economic assistance 
will mean more to free world strength, stability and solidarity 
than will purely military measures. 

You of this class, like all Americans, must act in terms of 
today. At the same time, you in particular should think in 
terms of those years that now seem so distant. 

Increasingly, from this day onward, the influence of men and 
women now of your age will mold our course at home and 
abroad. It is logical that you should start immediately thinking 
about the Republic and the world that stretches out ahead. 
Then you can start working now for the sort of country and 
world you want as a home for your children and grandchildren. 

You have in your heritage the dynamic principles that 
arouse visions in mankind. 

You have in your hearts and minds the means to lift the 
eyes of men and women above the drab and desolate horizon 
of hate and fear and hopelessness. 

For, my friends of Baylor, as Texans, as Americans, believ- 
ing as you do in the brotherhood of man, and in his right to 
freedom—joined with all the millions of dedicated men and 
women at home, linked in partnership with hundreds of mil- 
lions of like-minded people around the globe—you constitute 
the mightiest temporal force on earth. 


Must American Agriculture be 
a Controlled Industry? 


LONG-RANGE CONSEQUENCES OF FEDERAL INTERVENTION ARE HARMFUL 
By JAMES O. EASTLAND, Senator from Mississippi 
Delivered before the National Institute of Animal Agriculture, Purdue University, Lafayette, Indiana, April 19, 1956 


speak to the Institute of Animal Agriculture. You have 
assigned me a challenging subject—"“Must American 
Agriculture be a Controlled Industry?” 

I am interested in this subject as a farmer, a cotton farmer. 
I am also interested in this question as a citizen—because 
whatever political-economic forms are developed in agriculture 
will have a profound influence on other aspects of our society. 
And I must necessarily be interested as a Senator and as a 
member of the Senate Agriculture Committee. In my political 
capacity I have a serious responsibility—one that I do not 
regard lightly. However, it is primarily as a cotton farmer that 
I want to talk to you frankly here this evening. 

Let me begin by asking what we mean by “controlled 
industry.” There are many and varying degrees of control. 
Conceivably Government control of agriculture can extend 
to the point that production and marketing of all commodities 
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will be regulated. At the present time we have very tight 
controls of production and marketing for 5 of the 6 basic 
commodities and these 5 represent about 19 percent of total 
agricultural production. For the remaining 81 percent no 
significant degree of centralized control of production and 
marketing is now in effect. Just exactly what is involved in 
the term “controlled industry” is somewhat academic. The 
real question is—which direction are we going? Will national 
policy involve gradual expansion of Federal authority to new 
crops? Will Federal policy involve regulation, by one means 
or another, of the size of farm operations? Or will national 
policy trend in the direction of reducing the present scope of 
Federal regulation. 

I'm sure that we who have thought through this matter 
would like to base our solutions on sound economics; however, 
if we are realistic, we know that this is also a political question. 
Most Members of Congress vote the way they think their 
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constituents want them to. Right or wrong, most of the 
Congressmen who voted for or against the farm bill were 
voting the way they thought their farmer constituents wanted. 
This is not 100 percent true, since there are some overall 
political issues involved. Some Congressmen voted with their 
party. Some Congressmen voted on the farm bill in accord- 
ance with the advice of their labor-union advisers. I'm happy 
to say that most Congressmen try honestly and sincerely to 
vote their convictions. But in general, most Congressmen are 
not much wiser than their constituents urge or permit them to 
be 

This is why I so welcome the opportunity to speak to you. 
The extent to which agriculture will become dependent upon 
and controlled by Government in the future will be deter- 
mined by farm people. Every one of you present can and 
J hope will participate in your particular field in bringing 
about a better understanding of the issues and consequences 
involved. 

Part of the answer to the question would appear to be 
found in the experience we have had to date. It is my judg- 
ment that the extreme Federal intervention in the case of 
the so-called basics has been harmful to the long-time interest 
of the producers of those commodities. The outlook for pro- 
ducers of these commodities—and I'm sure this is true with 
regard to cotton—is far more gloomy today than it would be 
if we had had less Federal intervention in the pricing and 
marketing of our commodities during the past 10 years. It is 
not accidental that the big income-depressing surpluses in 
Commodity Credit stocks consist almost entirely of commodi- 
ties for which the Federal Government has followed a rigid 
price-support policy, that has held prices at levels higher than 
effective demand. Certainly, this is true in the case of cotton, 
where prices have been and are considerably above those of 
our competitors. 

As to the question, Must agriculture be a controlled in- 
dustry?—if we look at the economics of the problem it would 
be my conviction that agriculture will be better off economic- 
ally if the scope and extent of Federal intervention in the 
price and marketing picture is reduced rather than expanded. 

To me, it is somewhat appalling to note, among many farm- 
ers, among much of the press, among many of my colleagues 
in the Congress, the bland assumption that higher price 
supports mean higher farm income. 

It seems to me this is not true—that it is tragically not 
true. Yes, high price supports help farmers in any particular 
year. But the long-range consequences of this policy, carried 
forward year after year, have disastrous effects upon the 
ability and opportunity of farm people to earn good incomes. 
We need to distinguish between short-run benefits and long- 
run consequences. 

As farmers, as producers, we must be interested in net 
income. Farming is a business, it is a most complicated 
business. The net income of any business is dependent on the 
volume sold times the price received minus expenses paid. 
You will note in this formula that price is only one of the 
components. Admittedly, it is a very important part, but in 
my judgment we have given entirely too much emphasis 
to this one part of the formula, with gross neglect of the 
other parts. | know this is true with regard to cotton. In fact, 
as far as cotton is concerned, farm policies based only on 
price will in the long run destroy the industry. Cotton farmers 
have enjoyed 90 percent of parity. What has been the result 
of their being in this select category? They have experienced 
a 40 percent reduction in acreage. On the 60 percent that 
they are permitted to plant, the 90 percent price support 
gives them 54 percent of parity income. 

Let me review for you briefly what happens when the 
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Federal Government commits itself to support the price of a 
commodity at a rigid high level, irrespective of the supply- 
demand situation and the competition it faces. 

The first thing that happens is that production of the 
commodity is stimulated. Don’t let anybody sell you the 
fairy story that the level of farm production, the level of 
production of any particular commodity—is not affected by 
price. It was price more than any other factor, which brought 
about rhe extraordinary increase in farm production during 
the war years, despite shortages of labor, equipment and 
materials. It is Government price supports which have held 
production of basic commodities high during postwar years. 
There is no question but what the tremendous expansion of 
cotton produced in the West was directly the result of ex- 
tremely profitable prices resulting from Government supports. 
Not only that the support price was fixed at profitable levels, 
but that it would remain there sufficiently long to recover the 
costs of converting to irrigated cotton production from other 
crops. This same price assurance helped to provide credit to 
develop new production areas and to expand production in 
foreign countries who have operated with assurance in the 
world cotton market under the umbrella of our domestic price 
supports and cotton export sales policies. 

The second thing that happens is that domestic demand 
is curtailed. Demand is not constant—it varies with price. 
At each price, demand will be different. Since the discovery 
of synthetic fibers through 1955 these fibers have displaced 
4,800,000 cotton bales equivalent, which now equals one-third 
of the domestic fiber market. Nine hundred and seventy-eight 
thousand bales of this was during the last calendar year. This 
tremendous expansion was brought about because of the 
fiber price relationship which rayon has enjoyed due to fixed 
prices of cotton. 

The third thing that happens is that foreign production 
is stimulated. The United State Government has not only 
held a floor under United States farm prices—but under farm 
prices in other countries. And they have responded in the 
most natural way in the world—by increasing acreage and 
production of those crops for which the United States fixed 
at high levels the price at which the commodity will move in 
world trade. 

Cotton acreage in foreign countries has constantly expanded 
during the last 10 years when price supports have been fixed 
at the high war-time levels in this country. Not only has 
expansion taken place in the old producing areas, but new 
areas of production have been brought in. In some countries 
the acreage is now ten times as much as it was before World 
War Il. During this period the increase in foreign cotton 
acreage—mind you, just the increase—is more than the total 
acreage which cotton farmers are permitted to grow in the 
United States. Foreign production of cotton is expanded to 
the point where it is within less than two mililon bales of 
total foreign demand. A tremendous expansion has also taken 
place in the production of synthetic fibers in foreign countries, 
primarily on the basis of the price advantage which they 
enjoy. During the 6-year period 1949-1955 foreign synthetic 
fiber production more than doubled, totaling the equivalent 
of 9 million bales of cotton. In fact, total world consumption 
of synthetic fibers now exceeds the total American production 
of cotton for both domestic consumption and the export 
market. On the basis of average production per acre in the 
world this synthetic production has displaced almost 25 
million cotton acres. 

The fourth thing that happens is that export sales decline 
and the United States becomes the residual supplier for world 
markets. Inevitably when the United States Government 
supports the price of farm products at a level which en- 
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courages increased production and surpluses result, United 
States prices are held above the world market. This permits 
the rest of the world to sell its production just under the 
United States price leaving the United States farmers only 
that part of the market which foreign producers do not and 
cannot fill. Again I can illustrate this best by using cotton, 
as I know first-hand what has happened in this case. 

The increased production of foreign cotton and synthetics 
already referred to has taken its toll on the traditional export 
markets for United States cotton. Since the late thirties until 
recently we normally exported about 5 to 6 million bales. 
If we go back to the twenties we find our cotton exports 
averaging 8 to 9 million bales. This year the Department of 
Agriculture estimates that cotton exports will be below 2 
million bales. This would be the smallest quantity exported 
in the last 100 years, except during the Civil War, World 
War II and their aftermaths. In the last quarter of a century 
our share of the world export market has declined from 60 
percent to less than 30 percent. This in large part accounts 
for the fact that the acreage which we grew last year under 
strict acreage controls was the smallest since 1883. There is 
a further reduction in cotton acreage allotments this year 
which again curtails cotton net income, with the outlook for 
additional drastic cuts in 1957 and 1958. 

Put these things together, increased production here and 
abroad, reduced sales here and abroad, and what do we get? 
Surpluses. The $12 billion borrowing authority granted to 
Commodity Credit for price-support programs is inadequate 
to take care of Federal commitments a the next harvest 
season. Cotton is a big part of the problem. Today the Com- 
modity Credit Corporation owns or has made loans on a 
total of 14 million bales of cotton, valued at $2.4 billion. 
This is equal to what we think of as a normal year’s domestic 
consumption but exceeds by about three million bales the 
quantity which will be consumed and exported this year. 
Corn accounts for $1.9 billion, and wheat $2.9 billion. These 
surpluses were created by our program. They will be created 
by any program whereby the price of a commodity is fixed 
by Government—irrespective of demand-supply relationships 
or cost of production. 

These surpluses disastrously affect farm incomes, for a 
number of reasons. First, they compel production controls, and 
this reduces farm incomes. We have seen earlier how under 
90-percent price-support programs cotton farmers are getting 
only 54 percent of cotton-parity income because of acreage 
curtailment. Farmers are denied the opportunity to produce 
and sell to markets they might have held. Second, the acreage 
taken out of controlled crops is not left idle—it goes into 
the production of other crops and primarily into feed and 
forage for livestock. This tends to create overproduction and 
reduced prices for these other commodities. 

Agriculture is all interrelated. What happens to one com- 
modity inevitably affects other commodities. A farmer's basic 
resources are soil, water, and his own labor. He can enhance 
the productive capacity of these basic resources by the applica- 
tion of research information, conversion to mechanical 
operation, and by adopting improved techniques. If he is 
prevented from using these resources to produce one com- 
modity, he will divert them to other commodities. Every 
livestock producer has an interest in the cotton problem, 
because much of the resources that were used for cotton 
production have gone into livestock production. During the 
period of high livestock prices, many southern cotton farmers 
made this change. If livestock prices had been fixed by 
Government at high rigid levels, they would have remained 
in. However, the reduction of prices caused many of these 
farmers to change back from livestock to price-supported 
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crops, and the livestock industry is back on the road to stable 
and satisfactory prices. Exactly the opposite is true of the new 
cotton-growing areas of the West, because, regardless of the 
supply, Government has fixed a profitable price. The areas 
coming out of cotton and changing back from livestock in 
the South are going into price-supported soybeans, feed grains, 
and, with irrigation, corn production is becoming more 
profitable, as indicated by the increase in production per acre 
and also the 300-bushel record established by a Mississippi 
4-H Club boy in 1955. 

The expenditure of public funds which contribute to the 
solution of the farm problem can, I think, be justified, pro- 
vided they really make a contribution. But, unfortunately, our 
farm-price policy has operated to expand the agricultural 
plant; whereas any realistic appraisal of the situation indicates 
that a contraction of our agricultural plant is imperative. 

Total agricultural production has been running perhaps 
5 percent in excess of total use, even though a great deal 
has been done to encourage the expansion of domestic and 
export markets. This 5 percent has been going into CCC 
stocks. 

I am for the soil bank proposal because I know that before 
we can improve the agricultural outlook we must bring 
about a better balance between total supply and total demand 
for farm products. The soil-bank approach will assist in 
further reducing production without reducing net farm income 
by providing rentals to offset sales income. 

The basic purpose of the soil-bank program is to bring 
about at the earliest feasible date a balance between annual 
supply and effective demand and begin to make some progress 
toward the liquidation of current surplus stocks. 

Long continued Government price fixing and production 
controls will create an inefficient agriculture. There is a 
tendency both in the law, in the regulations and in the 
natural sympathy of the County Committee administrators, 
to avoid heavy cuts on small farmers and to allocate the right 
to produce to farmers who have little or no history of a 
particular crop. This is understandable. But let us note the 
end result. This is most strikingly illustrated in the case of 
burley tobacco. The number of farms producing burley 
tobacco has expanded significantly, and the acreage per farm 
has declined. Thus to compare 2 years, 1944 and 1955, we 
find that the total acreage of burley tobacco has declined 47 
percent, the number of growers has increased 26 percent, the 
average allotment in 1955 is 58 percent smaller than in 1944 
Three out of four burley tobacco allotments in 1955 were 
below 1 acre. 

This is not an efficient way of producing burley tobacco 
It is going to be more and more difficult for the United States 
burley tobacco industry to compete in foreign markets against 
competitors who are not hogtied by production control 
programs. 

It seems to me that one of the inevitable consequences of 
long continued production controls is to divide the right to 
produce among more and more people on an equal per capita 
basis. 

I do not think this is the road toward an efficient, prosperous 
agriculture. This is not an agriculture offering an ambitious 
young man the opportunity to grow and expand his operations 

I am convinced that the economic law of supply and 
demand will inevitably prevail. It will eventually write the 
civil law. The Government has partially suspended the 
operation of the laws of economics temporarily in the price 
support and production control laws with the resulting con- 
fusion in the market and supply situation we face in agri- 
culture today. Faced with the dilemmas created by the farm 
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program, a great many alternative proposals are being ad- 


vanced. 

One which has a great deal of appeal is the idea of 
production payments, or compensatory payments. Under this 
proposal each producer would receive a payment on each unit 
produced equal to the difference between the price standard 
and the average market price. This proposal has many 
theoretical advantages. But what happens when we mix up 
a little politics with the proposal? 

Politically the price standard would be fixed at an attractive 
level. This level would encourage production, lower the market 
price, and increase the payment per unit. The cost of the 
program would soon become prohibitive. Under these cir- 
cumstances an economist would simply reduce the price 
standard. But that is not the political answer. The political 
answer is to reduce the maximum payment made to any one 
farmer. We would seek an equitable means of dividing the 
payments. And how do you distribute public money to the 
electorate on an equitable basis? The ultimate and inevitable 
answer would be on an equal basis—one vote, one share— 
equal shares. 

This is the way to create a peasantry—to convert inde- 
pendent farmers to wards of Government. This is not the 
ambition I have for the future of American agriculture. The 
American farmer must come to understand the basic economic 
facts upon which his welfare depends. He needs to understand 
that Government cannot assume all of the responsibility and 
provide all of the answers without his cooperation. The 
national farm organizations must try hard to get these facts 
over to their membership. The membership of many of the 
affiliate State farm organizations refuses to accept sound 
decisions based upon economics and opposes the position taken 
by the national organizations with resulting confusion in the 
Congress. 

I want to commend the livestock industry generally for 
not succumbing to the lure of price fixing by Government. 
Sound price-support programs are helpful for storable com- 
modities and can contribute to orderly marketing. The original 
purpose of price support programs was to aid the orderly 
marketing of farm products rather than for the Government 
becoming a market. But price supports on livestock products 
would be administratively impractical and would be harmful 
to livestock producers. It is particularly imperative in the 
case of livestock that current production be currently mar- 
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keted. It takes price flexibility to accomplish this. If action 
were taken to prevent price from performing its normal 
function of bilancing supply and demand for livestock 
products, it is apparent that livestock products would pile up 
in Government hands to high levels in an extraordinarily 
short period of time. 

1 don't know what the latest figures are, but I have 
heard that it takes seven times as much land to feed people 
an animal protein diet as a grain diet. Confronted as we are 
with an expanded agricultural plant, it is important to all 
farmers that every conceivable means be utilized to maintain 
livestock consumption at a high level. By such means the 
consumer eats up the products of more acres than he does 
with a smaller percentage of livestock products in his diet. 
We need to do everything reasonably feasible to develop 
imaginative and forceful programs to expand demand for 
livestock products and in doing so we will be doing a favor 
to the consumer due to the “protective” value of livestock 
products in the diet. 

I am sure everyone would agree there is a need for a 
program to expand consumption of animal products. If there 
is anything I could say to impart a feeling of urgency about 
this, to stimulate your imagination to accomplish this ob- 
jective, I would feel my time here to be extremely well spent, 
not only in the interest of livestock people generally, but 
in the interest of agriculture. 

So in conclusion may I say to you in the most serious way 
’ can—the answer to the question, “Must American agri- 
culture be a controlled industry,” is—we who are interested 
in a free and independent farmer citizenry, we who are for 
a prosperous agriculture, must do all we can to steer a course 
away from centralized control and Government intervention 
in the production and marketing process. 

It is not an easy task to change this course. We can only 
do it a little at a time. And it can be done only with the 
understanding and support of farm people. We have to start 
from where we are. It’s going to take a great deal of dedica- 
tion to pull agriculture out of the swamp of Federal depend- 
ence, on the edges of which it is now floundering. Each of 
us needs to ask ourselves the question, are we going to be a 
part of the answer, or are we going to be part of the problem? 
I am confident that all of you can make a contribution 
toward finding sound answers and that in so doing you will 
be promoting progress and freedom in America. 


The Economy of Free Enterprise 
HOW IT AFFECTS YOU AS A CONSUMER 


By PAUL S. WILLIS, President, Grocery Manufacturers of America, Inc. 
Delivered before the Evening School of Politics, Women's National Republican Club, Inc., New York, N. Y. March 27, 1956 


Free Enterprise” ... What is is . . . How it affects you 

as a consumer. Because all my business life has been in 
the food industry, I feel I can do my best if I confine my 
remarks to that field. It might be just as well from your stand- 
point as well as my own. The food industry is the world’s 
largest—and, of course, its largest consumer goods industry. 
Yet for al! its size, it's undoubtedly our most personalized 
business. Everybody eats. So that three times a day, seven 
days every week the industry touches on the health and well- 
being of the American people. That simple fact imposes on our 
industry a tremendous obligation to serve. 


Yee have asked me to talk about “The Economy of 


Probably each of us has a slightly different picture of this 
thing called “free enterprise.” But most of us, I'm sure, would 
agree that one of its great virtues is that our freedom to enjoy 
is combined with an abundance of things to enjoy. The hypo- 
thetical freedom to enjoy something that just isn’t there is 
no freedom at all. 

As consumers we are granted a number of privileges by 
this free enterprise economy of ours. Two of these, in my 
opinion, are outstanding: One is this freedom to choose from 
among a very real abundance of products; two, our reasonable 
expectation of receiving more for our money. 

In my life-long career in the grocery industry, I've found 
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it productive in both respects. Mrs. Consumer is the industry's 
unquestioned boss. She has benefited enormously from its 
attention. 

I will be specific in talking about the field I know best. 
Let me talk first about the FREEDOM TO CHOOSE. 

Not too many years ago, the typical grocery store was a 
cluttered, rather dingy place. For all its clutter, though, the 
good old store offered no more than 1,000 different items. 

That was true as late as 1939 when ours was a 16 billion 
dollar industry. It’s no longer true in our present 68 billion 
dollar industry. In today’s markets we find all the way from 
4,000 to 7,000 items, depending on the size of the store. Gro- 
cery manufacturers have provided consumers with a myriad 
of excellent new and improved products. Cake mixes, soluble 
beverages, instant desserts, dehydrated foods, frozen soups, 
frozen pies, baby foods, “ITV” dinners, dietetic foods, all are 
now on the grocery shelves. The super market, itself, is a 
uniquely American development, born of the idea that con- 
sumers would appreciate the convenience of shopping under 
one roof and saving money by self-service. Some men of 
vision and business judgment bet their shirts on the idea, and 
we can thank our lucky stars—or rather the free enterprise 
system which encourages such daring—that they succeeded. 

No one who walks down the aisles of the gleaming, modern 
super market can doubt that today’s consumer has a wonder- 
ful store-full of new groceries from which to plan her meals 
and run her home. There is as much difference between her 
market basket today and the pre-World War II basket as 
there is between the 1939 and the 1956 automobile. The mod- 
ern grocery basket provides her with better nutrition, improved 
quality, wider variety, greater tastiness, and many time-saving 
and convenience services now built into modern grocery 
products. The focal point of all these changes isn’t the factory 
or the market, but the consumer's home kitchen. Take, for 
instance, this recipe straight out of a 50-year old Fanny Farmer 
Cook Book. 

“To clean fish: This is done by drawing a knife over fish, 
beginning at tail and working towards head, occasionally wip- 
ing knife and scales from fish. Incline knife slightly towards 
you to prevent scales from flying. The largest number of scales 
will be found on the flank. Wipe thoroughly inside and out 
with cloth wrung out of cold water removing any clotted 
blood which may be found adhering to the backbone. . . .” It 
goes on from there, but I think I can make my point by com- 
paring these directions to those on a package of precooked 
fish: “Heat and serve.” You know what that means to almost 
12 million married women working in full time jobs. 

These new and improved foods which are fairly common- 
place miracles today have contributed a great deal tq the 
growth of the entire industry. And in a very real sense, they 
have contributed to the well-feeling and well-being of our 
nation. 

This mass of products didn’t just happen. It came about 
because the consumer has been granted a freedom of choice— 
and because she has expressed herself in many different ways. 
The food industry invests more than 20 million dollars a year 
in listening. That’s right. It costs that much to find out 
through market research the what, where, when, why and 
how of her grocery shopping. 

The consumer's freedom of choice is a rare and wonderful! 
thing. In many nations, competition is thought to be wasteful. 
The government makes the decision on what gets on the 
shelves. What that means is that the consumer is disen- 
franchised. It’s her vote with her dollars, though, that is the 
most democratic and the most practical way of deciding what 
products fail and which shall succeed. That’s America—that's 
free enterprise. 
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It has become characteristic of the American people to 
right away want new and better products while the old prod- 
ucts are still serviceable. This might seem at first glance, even 
to us, to be highly uneconomic and wasteful. However, a look 
at history will certainly show us that it isn't. America's strength, 
prosperity, and growth have been directly tied up with the 
want of consumers for something better than they had. This 
has been bolstered by the willingness of American businessmen 
to take the chance that consumers would actually want the 
products when they were ready for the market. The investment 
which businessmen have made in research, new plants, and 
distribution facilities itself created income with which to buy 
old and new products. The efficiencies they have achieved, the 
new methods they have devised, the new sources of energy 
they have unleashed have so increased productivity that the 
innovations have, in effect, paid for themselves. We are richer 
today, mot poorer, because earlier generations of consumers 
wanted something they didn’t need. In fact, 1 know of at 
least one economist who showed very convincingly that our 
periods of growth and prosperity were tied up closely with 
what he called “innovations,” that our periods of depression 
came when there was a stop in the flow of new products and 
the creation of new industries. 

So, our system encourages innovation. Our know-how de- 
livers the goods. And we, the consumers, have the privilege 
of sitting back and dictating with our dollars a long list of 
our wants. This, I believe, is the real miracle of America. 

Now, what about the consumer's second privilege: That 
we may expect MORE FOR OUR MONEY? 

You know, we sometimes overlook the fact that as a result 
of increased productivity and ingenuity it costs us a smaller 
percentage of our paychecks to fill our needs today than it did 
in the hey-day of low prices. 

On an average factory worker's pay, he can earn a loaf 
of bread in five and a half minutes today. In 1939 it would 
have taken seven and a half minutes. And so it goes: a can 
of peaches reduced from 16 minutes and 12 seconds to 11 
minutes, a can of tomatoes from 8 to less than 5 minutes, a 
quart of milk from 1142 minutes to 7. These are the marked- 
down bargains of our economy. 

Of course, there are a number of ways to get more for your 
money . . . lower prices, larger quantities, better quality. And 
now the grocery industry has added a new dimension—you 
can get more service, more leisure time from convenience-type 
foods. 

We're all familiar with the rising taxes, advancing wages 
and salaries, and other increased costs which are working to 
inflate our grocery bills—and, for that matter, the prices of 
everything else we buy. Bur let's take a fresh look at the con- 
stant and powerful downward pressures on prices. 

The very considerable savings of mass production and dis- 
tribution help build up pressure for price reductions. 

When baby foods were first sold about a quarter of a cen- 
tury ago, they sold for about 25 cents a jar; when frozen 
concentrated orange juice was introduced little more than a 
decade back, a six ounce can sold for 25 to 30 cents. 

As you know, these prices are down now, way down. They're 
two examples typical of many. As new products become estab- 
lished and popular, prices tumble. 

Another factor is improvement through mechanical and 
scientific development. A good chunk of the food industry's 
80 million dollar annual investment in product research paves 
the way for lower prices. Wage costs would have climbed stil! 
higher had there not been this heavy investment in plant, 
equipment, and research for better methods which led directly 
to greater productivity. We're so accustomed to paying the 
same price—or less—for a package that says “new and im- 
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proved” on the label, that we've forgotten that it is a dividend, 
a piece of rare good fortune. 

A third influence is new discovery. Every once in a while 
a sweeping change comes along to knock all our ideas of price 
and value into a cocked hat. Exhibit “A”, a pound of peas. 
Suppose we figured a while back that a pound of peas was 
worth 27 cents. That, by the way, was the average price for 
fresh peas in New York City just recently. But, by the time 
the peas were shelled and all the waste thrown away, the cost 
of a pound of shelled peas became 73 cents. Wait, now. You 
could buy processed, quick-frozen peas, already shelled. The 
cost per pound is about 30 cents. More for your money. 

The free enterprise system, unlike those systems which are 
bent on preserving certain balances, offers rewards to the man 
who can come up with something really new. If by getting 
ahead he throws the field out of balance, our optimistic theory 
says that the rest will catch up in a game of economic leap-frog. 

That brings me to the pressure of competition. It is, of 
course, the greatest downward pressure on prices. It’s behind 
and pushing all these other pressures. The thousands of manu- 
facturers competing for your favor in the super markets are 


well aware of the sensitivity of your pocketbooks. And so © 


you may expect something more for your money—on a con- 
tinuing basis. 

The driving force behind the entire system is profits. Yes, 
I know that many people use it as a “dirty” word. But the 
incentive for profit has made our economy vigorous. Profit 
has been a kind of economic justice—it has given to the wise 
and able and taken from the incompetent. And so it has pro- 
tected the customer from inferior goods and _ inefficient 
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methods, given her the most for her money. 

There are those who shout that profits become excessive. I 
say nonsense. Profits pretty well regulate themselves. Let any 
man claim too large a share for himself and others come 
along eager to split the swag. But such negative controls are 
no longer entirely necessary. The enlightened businessman 
knows that his long-run prosperity depends on the amount 
of value he can load into his product. If he can sell more 
products while taking less on each for himself, he has greater 
security against the consumer's refusal to buy and a good 
chance of making as many dollars in the long run. 

And so profits, too, are subjected to a constant hammering 
downward pressure. 

Would you say that it was too much if out of every dollar 
you spent on food six pennies went for the profits of both 
manufacturers and distributors? You paid that in 1939. Today 
you can cut the figure in half. Yes, today just three cents out 
of your food dollar goes to profit. 


In summary .. . It has been said—and, I believe, with much 
good sense—that our free enterprise economy could better be 
called a “society of consumerism.” Nowhere on earth is the 
consumer put on so high a pedestal, given so many privileges 
in the marketplace, or so thoroughly observed for even her 
whispered wishes. 

As for the grocery manufacturer, he still isn’t satisfied. He 
has agents at work—the kind of agents who operate in a free 
economy—working to find out what more can be done for 
Mrs. Consumer. 


The Shifting Pattern of Responsibility 


PROGRESS OR THREAT? 


By ROGER R. FREEMAN, Dywrector of Research, Education Committee, U. S. Commission on Intergovernmental Relations 


Delivered at the Annual Conference on Government, Sponsored by the Public Affairs Research Council of Louisiana, 
New Orleans, Louisiana, March 9, 1956 


HEN I ACCEPTED the invitation of discussing 
W with you, this afternoon, responsibility for edu- 

cation, | knew full well that I was taking on a 
controversial subject. Sincere, informed and well-meaning 
people are on both sides of this question, whether the shift 
of responsibility to higher levels of government is for the 
better or for the worse, whether it means progress or poses 
a threat. Often it seems as if both sides had a good case to 
present. Some people who are trying to form a judgment 
may find themselves in the position of the judge who after 
listening to the plaintiff nodded to him and said, “You are 
right.” After the defendant finished telling his story, the 
judge nodded to him and remarked, “You are right.” At that 
point the clerk of the court sneaked up to the judge and 
whispered in his ear, “But your honor, they both can’t be 
right.” The judge thought that one over and then nodded to 
the clerk, “You are right too.” 

A quarter of a century ago, schools were largely a local 
responsibility. In the majority of the states, the greater part 
of the school revenues still is raised at the local level. This 
is no longer true in Louisiana nor in my state of Washington 
where two-thirds of the school income is supplied by the 
state government. The reason for this shift from the local 
level to the state is easy to see: school administrators found 
out that money usually is easier to get in Baton Rouge and 
in Olympia than in local communities. Local citizens watch 


their hard-earned dollars too close for comfort. They lack 
generosity—or as some would express it, ‘the broad vision'— 
which is more characteristic of legislators at higher levels 
of government. It is small wonder that there have been 
innumerable attempts to tap Congress for school funds. So 
far, they have been only moderately successful. 

One thing is certain: the schools are in up to their ea: 
in financial troubles right now, and they will need even 
more money in years to come. They will have to take care 
of a million additional children, on the average in each of the 
next ten years, and, at the same time, are expected to raise 
their standards to higher levels, more appropriate in an atomic 
age. 

Some people ask why we should spend our time arguing 
about theoretical questions of levels of governmental respon- 
sibility. Would we argue whose job it was to turn on the 
hydrant if the roof were on fire? 

The children are here. 
They can't wait. 

They need school houses. 
This is an emergency. 

It reminds me somewhat of the story of the soldier and 
his girl who, on a Saturday afternoon, went to a minister 
to get married. It turned out that they did not have a license. 
“How can I get a license?” asked the soldier. “Well, you 
have to apply at the City Hall,” said the minister, “but they 
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don’t work on Saturday afternoon. So you better go down 
Monday morning and then come back to see me about 
getting married.” Neither the soldier nor his girl seemed 
enthused at that prospect. Finally he asked, “Reverend, 
couldn't you just say a few words to tide us over the week- 
end?” 

The question here is whether we are just going to say 
a few words to tide the schools over the emergency. How 
bad is this emergency? How serious are the deficiencies in 
our school systems? Can they be taken care of by local action 
or do we have to seek the solution in the state capitols and 
in Washington? 

We all know—because we have read it in newspapers 
and magazines and heard it over the radio and television 
many times—that the schools are short several hundred 
thousand classrooms and teachers, that millions of children 
are being deprived of am education, that we have millions 
of illiterates, and that things will go from bad to worse if 
Congress does not do something about it soon. It’s too big 
a job to be handled by the states, let alone by local com- 
munities. 

There are bad situations in many school systems. In some 
areas of the country boys and girls attend school under 
deplorable conditions. But also, there has been a tendency 
to exaggerate some of the deficiencies out of proportion. 
Some people seem to be umable to see the doughnut; they 
only talk about the big hole in its center. 

It might be well to take a good look at some of the 
reported short-comings in our educational system. 

A little over a year ago the Associated Press reported: 

“The National Education Association said that the Census 
Bureau estimated in October a year ago that 4,599,000 
children between 5 and 17 were not attending school at all.” 
This sounds very disturbing and numerically, the story is 
almost correct: 4,559,000 children between 5 and 17 were 
not enrolled in school in October 1953. What the report 
did not say is that 3 million among those 42 million 
children were five years old and not attending kindergarten 
(only 15% of all 5 year olds attend kindergarten), and 1.1 
million were 16 and 17 year olds who were beyond the 
compulsory attendance age of their states. 

The Census Bureau found that 99.4% of all children 
between 7 and 13 and 86% of those between 14 and 17 
are enrolled in school. A larger percentage of our children 
5 to 17 are in school than ever before, or than in any other 
country in the world. 

In 1951 the National Education Association published a 
little booklet “Schools for Our Times” by its executive 
Secretary Willard Givens. Mr. Givens warned—and | am 
quoting—that “nearly half of America’s school children 
received a sub-average education last year, measured in dollar 
expenditures.” 

That sounds more somber than Franklin Delano Roose- 
velt’s famous ‘One-third of a nation.’ The education editor 
of the New York Times wrote a whole story about this 
regrettable situation. I could not help wondering just what 
percentage of all children could normally be expected to be 
below the average. Mr. Givens apparently feels that in a 
country as rich and powerful as ours, everybody ought to be 
above the average. 

Time and again we hear stories that there are 11 million 
illiterates in the United States. The facts are these: 

During World War II the Army labelled recruits whose 
level of knowledge for military training purposes corresponded 
to less than five elementary grades “functional illiterates.” 
The 1950 Census found that there were 10.5 million persons 
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who had completed fewer than five grades. Subsequently 
stories appeared that we had 19.5 million illiterates. But the 
Census Bureau also found that 95.4% of those who had 
completed only four grades, and 85% of those who had 
completed only three grades, could both read and write. 
There is, of course, no reason to be complacent about 10 
million people who have had less than five years of school 
even though most of them are in higher age brackets. But 
they are not illiterates. 

The number of real illiterates—people who cannot read 
nor write—according to the latest Census survey is 2.8 million. 
Their average age is 56 years. As a practical matter there 
probably is not very much that can be done about educational! 
deficiencies among people of that age. 

Statements that the Armed Forces have had to reject 
hundreds of thousands or millions of men because of educa- 
tional deficiencies were given wide publicity. The Education 
Committee of the President's Commission on Intergovern- 
mental Relations investigated this charge thoroughly and 
concluded—and I am quoting from its report: 

“The available evidence fails to show that the failure 
rate in Armed Forces tests of mental capacity is related to 
educational attainment or that it is the result of lack of 
educational opportunity . . . There has been no shifting of 
the manpower burden among states because of high rejection 
rates; every state has produced its quota of inductees since 
the passage of the Selective Service Act of 1948.” 

Repeatedly we find complaints that teachers are leaving 
the profession for more lucrative occupations by droves; that 
we are losing 100,000 teachers every year because of insuf- 
ficient pay. ‘Lhe National Education Association reported a 
turnover of 105,000 teachers in the current school year. 
About 21,000 left to go to other states where presumably a 
majority will continue in teaching. More than half of the 
84,000 who drop out of teaching do so for reasons of marriage, 
family, disability or old age. Only 1.2% of the 1.2 million 
public school teachers left to accept other types of employ 
ment. That does not seem an unusually high rate of turnover. 

How serious is the shortage of teachers and what is it 
caused by? Estimates of the teacher shortage range from 
80,000 to 140,000. It is due to various reasons, the most 
important of which are the low birth rate in the early 1930's 
and the expansion of the Armed Forces. The number of 
civilian persons between 18 and 24 decreased 2.1 million 
in the past five years. The number of school-age children 
during that time smcreased 6.6 million. 

We are short of engineers, accountants, scientists, and of 
most other professional workers. The number of new college 
degrees dropped 29% in the past 5 years. The number of 
degrees in education mereased 25% while degrees in all 
other fields decreased 37%. 

Not all education graduates take teaching jobs. But the 
number of fully-certificated teachers in the public schools 
increased 25% im the past 5 years while our civilian labor 
force increased only 4%. 

The number of teachers in the public schools is increasing 
faster than the number of pupils. In the current school 
year there is one teacher for every 26.8 pupils enrolled in 
the public schools. In 1900 the ratio was 1 to 36.7; in 
1930, 1 to 30.1; in 1950, 1 to 27.5. 

Education is not doing as well as we would like to sec 
it do. But it is doing better than many other professional or 
occupational fields, and it is doing better all the time. There 
are teacher shortages in many areas because of inefficient use 
of teachers, maldistribution and an increase in the number 
of subjects being taught. The New York Commissioner of 
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Education, James E. Allen explained the situation at his 
state's education conference on September 19, 1955, quote: 

“Almost every other profession has developed methods 
and practices which permit the successful practitioner to be 
of wider service ... In the teaching profession generally the 
opposite has been true. We have t to limit rather than 
extend the services of good teachers...” 

The Fund for the Advancement of Education concluded in 
a recent report Teachers For Tomorrow, quote: 

“It will be impossible under the present pattern of teacher 
recruitment and teacher utilization to secure anywhere near 
enough good teachers for our schools and colleges over the 
next 15 years...” 

One teacher not long ago asked “What industry with more 
customers than it can handle puts an expensive plant and 
highly skilled personnel into mothballs for three months 
every year?” It is understandable that teachers like their 
customary 3 months vacation. Most of us would too—if we 
could get it. Few children nowadays are needed to work on 
the farm in the summer months. So, maybe the time has 
come when we can more fully utilize teachers and school 
buildings and pay the teachers for the additional working 
time. 

We all know that teachers are underpaid. Their salaries 
have risen less, percentagewise, than those of manual workers. 
But their earnings, percentagewise, have risen about as much 
or more than those of other professional workers and much 
more than those of persons whom the Bureau of Census 
classifies as managers, officials, and proprietors. What has 
happened is that the lower skills have advanced faster than 
the higher skills. The financial rewards of acquiring an educa- 
tion—and of greater competence and effort—have shrunk. 
Teachers shared the fate of their colleagues in the white- 
collar field: they were outpaced by their brethren in blue 
overalls in the competitive struggle for higher earnings. A 
man sometimes can earn more money driving a truck or 
laying bricks than teaching school. A family man may find 
the going rough in the early years as well as when he arrives 
at the top of the salary scale after many years. 

But let us not forget, three-fourths of all teachers are women. 
There are few jobs at which a girl just out of college could earn 
as much as in teaching. I am not familiar with the teachers’ 
salary schedules in Louisiana. But in the major city school sys- 
tems in the North a beginning teacher is now paid from $400 
to over $450 per month. Few women start at that rate in 
private industry or in nonteaching government jobs. 

It seems that nobody in the school field dares propose paying 
man teachers with family responsibilities higher salaries. Even 
suggestions of merit pay, of giving better teachers better pay 
are violently opposed . teacher organizations. Is it not strange 
and inconsistent that teachers who are so jealous of their pro- 
fessional standing, are so insistent on union-type scales? This 
drives more highly qualified individuals into other fields not 
subject to such limitations. 

Let us be sure about this: the schools will need more teachers 
in the years ahead, and teachers’ salaries will need to be raised 
in areas where they have not kept pace. But more money alone 
will not do the job. School administrators must be ready to 
adjust their thinking—and not only their financial demands— 
to the conditions of today and tomorrow. Schools will need 
more dollars—and more sense. 

Thousands of overcrowded classrooms prove that the schools 
suffer from a serious classroom shortage. Much of this accumu- 
lated during the early 1930's and the early 1940’s when school 
building activity was at a low ebb. School construction has 
been catching up more recently, establishing new all-time 
records in each ps past five years. The Department of Com- 
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merce just released statistics which show that school construc- 
tion increased from $1.7 billion to $2.7 billion in the past 3 
years, that is an increase of 58% during the same time all 
other construction, public and private together, increased only 
23%. But we still are far behind with our school building 
needs. 

There has been much confusion about the size of the de- 
ficiency. Figures have been quoted of a shortage of 312,000 
classrooms, or 476,000 or 176,000, more recently 250,000 or 
204,000. The picture is clouded, to say the least. 

A number of school building surveys were undertaken in 
recent years at a cost of several million dollars. They have 
but added to the confusion. A collection of reports from 38 
states on their school building needs over the next 5 years is 
due to be published later this month. It will show a need of 
about $16 billion nationwide. Let me give you just two inter- 
esting sidelights: an analysis of the North Carolina report 
discloses that less than one-third of the state’s current school 
building needs of over $200 million is for classrooms and more 
than two-thirds for auditoriums, gymnasiums, multi-purpose 
rooms, etc. Kentucky rated only 122 of its existing 4616 school 
plants as satisfactory. Some of these reports seem to have been 
made for one purpose: to impress Congress with the magni- 
tude of the school building deficiency. 

The Department of Health, Education and Welfare in a 
release dated January 12, 1956 commented “It is impossible 
to state the exact number of additional classrooms needed 
today—or the precise number that will be needed over a 
period of years.” It seems that the important thing is not how 
big the shortage is but whether it can and will be taken care 
of. The Department of HEW estimated that if the present 
trend of school building construction continued for another 5 
years, 87% of the cumulative needs—liberally estimated— 
would be met. 

To sum up the teacher and classroom shortage: the situation 
is not rosy. But it is far from being as dark as it often is 
pictured to be or as some alarmists would have us believe. 

Sometimes it is charged that education is being discrim- 
inated against in the allocation of public funds and that it is 
receiving a declining share of our income. The facts do not 
bear this out. 

For many years, education has been the second largest item 
of public expenditures in the United States, exceeded only by 
national defense. The cost of education accounts for about 
one-third of all state and local government expenditures and 
is about twice as great as the outlay for the next largest public 
function, highways. School expenditures have grown faster 
than the other expenditures of state and local governments; 
in recent years they grew about twice as fast. 

The tidal wave of post-war babies, of course, presents quite 
a problem. Public school enrollment has risen 7 million in the 
past 5 years, and is expected to increase another 10 million 
in the next 10 years. 

The history of school finance reveals one consistent pattern: 
School revenues and expenditures have consistently risen faster 
than enrollment and prices. This happened between 1900 and 
1955: 

school age population increased 74% 
enrollment in public schools increased 107% 
current expenditures of public schools 
—adjusted for price increases— 
increased 1095% 

We are now spending 6 times as much a year per pupil 
in constant dollars as we did in 1900. This trend of steadily 
growing per pupil costs has by no means declined during the 
rapid enrollment increase in recent years. 

There has been a long-range trend of allocating a growing 
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share of the national income to education. Expenditures for 
public education equalled about 112% of the national income 
at the turn of the 20th Century; currently they approximate 
3.7%. In considering this increase we should remember that 
national security which required slightly over 2% of the 
national income around 1900, now claims more than 20%. 
The concomitant heavy tax burden inevitably depresses our 
ability to support more liberally other public services, includ- 
ing education, or to spend more freely for private consump- 
tion. If we deducted war-connected expenditures from the 
national income—as a prior and inescapable claim—and re- 
lated the remainder of the national income to educational 
expenditures we would find that the share going to education 
had risen from 114% in 1900 to 44% in 1955. In other 
words we are now spending 3 times as large a part of our 
income after war costs on education as we did in 1900. 

The emerging picture is clear: the American people have 
loyally and faithfully supported their educational institutions. 
As the Education Committee of the President's Commission 
on Intergovernmental Relations expressed it—and I am quot- 
ing—"“In quantity our educational system is truly unequalled, 
its accomplishments unprecedented.” The emphasis on the 
word “quantity” is not accidental or unintended. 

While the financial support of the schools was being in- 
creased, the method of raising funds was gradually being 
shifted from the local level to the state. This probably has 
helped raise more money. But there are facts which may give 
us pause to think: As a rule the public school systems which 
depend most heavily on local taxes and receive the smallest 
share of their income from state sources generally have the 
highest expenditures per pupil; conversely the public school 
systems which depend most heavily on state support and 
receive the smallest share of their income from local taxes 
generally have the lowest expenditures per pupil and need the 
greatest increase in school funds to bring their educationa! 
program to a desirable level. I do not want to elaborate on 
this point further but it should be carefully considered when 
we appraise the advantage of shifting responsibility to higher 
levels of government. 

At times it is claimed that state taxes are of a more desirable 
type than local taxes, and federal taxes of a more desirable 
type than state taxes. There is an element of truth in that: 
local officials generally feel that taxes which somebody else 
levies and which they spend are the most desirable type. 

If there are no grants-in-aid, local officials who want to 
increase expenditures must present their constituents with a 
bill. They cannot easily evade the personal responsibility for 
boosting taxes. So, the pleasure of spending public monies is 
tied to the pain of raising them. 

At the state level this personal responsibility is somewhat 
diluted but still uncomfortably conspicuous. At the federal 
level there is no identifiable connection between the advocacy 
of higher appropriations and the responsibility for raising 
taxes. The proponents of federal grants-in-aid are under no 
pains to stand up and be counted for higher tax rates. 

The names of the acts of Congress establishing major grant- 
in-aid programs are generally well known: the Hill-Burton 
Act, the Smith-Hughes and George-Barden Acts, the Bank- 
head-Jones and Smith-Lever Acts, etc. But who ever heard of 
a tax bill that was named after these or any other Congress- 
men? 

This political reasoning however is only part of the motiva- 
tion for the strong drive to shift responsibility upward. We 
might get some enlightenment by reviewing the very begin- 
ning of state school aid. 

The State of New York in 1812 set up a school fund, estab- 
lished a state department of education and employed an officer 
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to allocate the state monies among the various districts. History 
records that this first state superintendent, Mr. Gideon Hawley, 
exercised such strong leadership among the people of the 
State of New York that only 8 years later, in 1820, they 
decided to abolish his office and turn its duties over to the 
Secretary of State. The office of state school superintendent was 
not reestablished until more than a generation later. 

Now let us jump to the year 1956 and see how things 
are under Mr. Hawley’s latter-day successor. Not long ago, the 
school administrators of Yonkers, a city of over 150,000 popu- 
lation, complained that the city fathers had cut their budget 
request from $7.3 million to $6.4 million. They did not con- 
plain to the citizens of Yonkers, asking them to raise their 
taxes or elect another city council. They complained to the 
state commissioner of education and asked him to cut off all 
state aid to the city of Yonkers until it provided what they 
regarded as an adequate budget. The Commissioner held 
hearing in his office some 5 weeks ago. He has not announced 
a decision yet but it appears that the city will lose $244 million 
of its regular state allotment if it does not give in. Needless to 
say, the city could not afford to lose those $24 million. It 
will have to bow to its school administrators and to the state 
commissioner. The moral is rather clear: if a community be- 
comes dependent upon central government agency for its 
support then it will sooner or later lose its political independ- 
ence, its right to run its own affairs as it sees fit. 

To transfer the power of decision from the community level 
to the state and from the state to the federal level is the major 
purpose and effect of so-called grants. This was extremely 
well stated some 3 years ago by a political scientist from the 
University of Virginia, Rowland Egger—and I am quoting 

“There is no sector of American social organization in 
which, for all practical purposes, the separation of powers has 
so completely disappeared as in the public school system. 

“In elevating the standards of the public school system the 
prophets of progress have wisely refrained from tampering 
with the ark of the covenant. The symbols have been preserved 
and the rituals carefully respected. But the substance of author 
ity has passed out of the hands of local school boards, local 
governing boards, and even out of the hands of local adminis 
trators. The means by which this end has been achieved is 
the grant-in-aid. .. . 

“Viewed in the large it seems that the professional educa 
tors have undertaken, with a remarkable degree of success, to 
push up the standards of the public school system at a rate 
somewhat beyond the present fiscal ability or the social and 
political sophistication of the local governments. The fact that 
the grant-in-aid systems almost universally emphasize stan- 
dards of expenditure rather than standards of achievement, and 
contain virtually no element of equalization, suggests that 
what is being overcome at the local level is a certain social 
and political backwardness rather than actual! inability to meet 
the costs of better public school systems from local funds. . . 

School control by the local community is rapidly becoming 
a thing of the past in the states where the school districts 
receive the bulk of their income from a state agency. State 
control will suffer a similar fate if ever our schools become 
dependent upon federal subventions. The advocates of fed 
eral aid point at the provisions in the various school aid bills 
which forbid federal control. But experience teaches that cen 
tral government support inevitably leads to central govern 
ment domination, no matter what the intention of Congres 
may have been. Let me read to you a resolution, passed by 
the National Association of Housing and Redevelopment 
Officials on October 19, 1955—quote: 

We are most gravely concerned by the accelerated 
trend toward federal domination of local public housing and 
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renewal programs. .. . We believe that the federal agencies 
ire utilizing loan and grant, annual contributions, and other 
nancial contracts with local public agencies as a means of 
xtending federal control of local programs. . . . By this means, 

‘ntrols are imposed upon local programs that go far beyond 
any conditions provided in the basic legislation. . . . Because 
of our belief that the intent of Congress has been departed 
from and that it should once again be reflected in policies of 
PHA, URA, and HHFPA, we therefore direct that the officers 
of NAHRO utilize every source available to bring about a 
restatement and clarification of the proper division of federal 
and local responsibility. . . .” 

If somebody says that there can be federal aid without 
federal control, just tell him to see what happened in highways, 
in urban renewal and in public welfare. The proof of the 
pudding is in the eating. 

But, some people say, it will be different in education. Let 
me read to you what our present U. S. Commissioner of Edu- 
cation, Dr. Samuel M. Brownell wrote in 1939: 

“On the one hand, we have presented to us arguments that 
there will be no federal control accompanying federal aid. 
Alongside, we find evidence showing the inadequacy and 
inequality of education in states able to support a good educa- 
tional program, and evidence of inefficient or inadequate 
efforts by these states to eradicate inequality and inefficiency 
within their borders. If there is to be little or no federal con- 
trol accompanying federal aid, what right have we to expect a 
major improvement of the education within states under the 
same leadership that they now have? Thus, if federal aid is 
to bring about better schools, it seems apparent that there 
must be some federal control.” 

A former U. S. Commissioner of Education, Dr. John J. 
Tigert wrote: 

‘My experience in handling federal subsidies for education 
under the limited acts which are now in existence has taught 
me that you must either have federal control and interference 
or you must have misappropriation of funds and waste. . . . 
Reason and experience both indicate the federal money cannot 
be expended wisely and efficiently except by exercising federal 
control and supervision, even then there is considerable waste. 
If we embark upon a program of turning over federal money 
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to schools without any strings attached, it is only a question 
of time until the waste, extravagance and misuse of these 
funds will result in a reaction or a change. The alternative 
is federal control.” 

The lure of grants-in-aid is understandable: it helps us to 
pay our teachers higher salaries or to build more school build- 
ings for 50 cents on the dollar. We seem to be getting some- 
thing for nothing—without an added visible burden to the 
local taxpayer. When we stop and think about it, we must 
realize, of course, that we do pay for it in the end, not only 
in federal taxes or inflation but also by losing the right to 
make our own decisions and run our local affairs. The only 
way for communities to get the control of their schools back 
is C.O.D., by paying for them locally. 

Most of us are, in principle, for home rule and local respon- 
sibility, just as we all are against sin—unless it happens to be 
a very enjoyable type of sin. We all believe that we should 
pay for the things we want and that it would be wrong to try 
and stick somebody else for the check. But strangely enough, 
many people seem to feel that the only taint that attaches to 
state aid or federal aid is that it t’aint enough. The old-line 
politician may have had something when he said: In times like 
these we must rise above principles. 

Let me close with a quotation from one of America’s great- 
est educators of all times, Nicholas Murray Butler: 

“There is not enough money in the United States, even if 
every dollar of it were expended on education, to produce 
through federal authority, or through what is naively called 
cooperation between the Federal Government and the several 
states, educational results that would be at all comparable with 
those that have been already reached under the free and 
natural system that has grown up among us. 

“Unless the school is both the work and pride of the com- 
munity it serves, it is nothing. A school system that grows 
naturally in response to the needs and ambitions of a hundred 
thousand different communities will be a better school system 
than any which can be imposed upon those localities by the 
aid of the grants of public money from the Federal Treasury, 
accompanied by federal regulation, federal inspections, federal 
reports and federal uniformities.” 


CAN LEAD TO GOVERNMENT CONTROL AND INEFFICIENCY 
By EMANUEL CELLER, Congressman from New York 
Delivered before the Economics Society, the City College of New York, New York City, April 27, 1956 


AM PLEASED to discuss with you the problems posed 

to both our competitive economy and to our political 

institutions by the increasing concentration of economic 
power in the United States. Increasing control over a growing 
percentage of American business life by a relatively few 
corporate empires is one of the critical developments in our 
postwar society. 

As Chairman of the House Committee on the Judiciary, 
at the beginning of this session of Congress, I established 
a subcommittee concerned exclusively with antitrust prob- 
lems. Early in the first session, the Antitrust Subcommittee, of 
which I am chairman, conducted extensive hearings into 
current antitrust problems facing the country. 

During these hearings the subcommittee heard testimony 
from 52 witnesses representing al! points of view on numerous 
economic problems. Nearly every one of these witnesses dis- 
cussed in some degree the problems flowing from the 


economic fact that today a preponderance of the economic 
life of the country in many fields has been garnered by a few 
large corporate organizations. 

There are two main reasons why I am concerned about 
the concentration of economic power in the United States. 
First, is that concentration of business, if it progresses 
sufficiently far, unavoidably will lead to some kind of state 
socialism, dictatorship, or some other form of excessive 
governmental control over the lives of individuals. Such 
extensive governmental supervision and regulation is not 
in the heritage of the American people and, I am convinced, 
it is not the desire of the American people. The other reason 
for my concern is that a concentrated industrial system is 
inefficient when compared with the flexibility which this 
country has demonstrated flows from a business community 
competitively organized. 

We have only to look at the history of the other industrial 
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countries in the Western World to ascertain the political 
results caused by the channeling of the business life into the 
hands of a few. The unrestrained growth of monopolies and 
cartels inevitably has resulted in the development of private 
concentrations of power so strong that necessarily the issue 
became whether big business would control the government 
or whether the government would have to seize control of 
big business. This was the history in Germany and in Italy. 
In Germany the business interests thought they could take 
over the government by using Adolf Hitler as the puppet. 
As a result, the German people found that a system of 
private monopoly led to dictatorship and ultimately to disaster. 

As to the efficiency argument, I believe, it is misleading 
to argue that a high degree of industrial concentration is the 
price of technological progress. This is illustrated by Mr. 
T. K. Quinn, a former vice president of the General Electric 
Co. in charge of the appliance division, in his book, Giant 
Business, Threat to Democracy. Mr. Quinn says “original 
inventions are no more plentiful, proportionately, in big than 
in small organizations.” Citing concrete examples, Mr. Quinn 
argues that “in the electrical appliance industry, the better 
clothes-washing machines have not been produced by the 
monster companies but by the relatively smail, independent 
companies specializing in one or two products. This is also 
true of ranges, vacuum cleaners, radios, toasters, mixers, home 
freezers, fans, clocks, heaters, air conditioning units, etc.” 
The accomplishments of the giants lie not in the field of 
inventing, but in using their capital advantage for the purpose 
of moving in, buying out, and absorbing the smaller creators. 
In Mr. Quinn’s opinion the prospects of technical progress 
are greater where the centers of initiative are diffused, where 
thousands of individuals and organizations have the incentive 
to work and think for the future. 

Following World War I the economic growth of the 
country during the 1920's led to increased concentration in 
business. That pattern has been followed in the industrial 
expansion succeeding World War II. 

Since the war numerous studies have been made which 
demonstrate that our economy is tending to become more 
controlled by a handful of giant corporations. 

The Senate Judiciary Committee in the 81st Congress re- 
ported on industrial concentration in the United States as 
follows: 

“The extent to which the American economy has become 
concentrated and centralized in the hands of a few giant 
corporations was strikingly revealed before this committee 
in figures presented by Dr. Wilfred I. King, professor 
emeritus of economics at New York University. The figures 
which he presented reveal an extraordinary level of concen- 
tration. Thus, his figures show that in 1946, the latest year 
for which such data are available, one-tenth of 1 percent of 
the total number of all American corporations—the giant 
firms with assets of $100 million and over—owned 49 
percent of the assets of all American corporations; 2 percent 
of the number of corporations owned 78 percent; 8 percent 
of the number owned 89 percent of the assets; and 12 percent 
owned 92 percent of the assets. At the other end of the scale, 
45 percent of the number of corporations—the small firms 
with assets of $50,000 or less—owned less than 1 percent of 
the assets.” 

At the end of 1952, corporations with more than $100 
million of assets had 52 percent of all the assets of manu- 
facturing corporations. Two and one-half years later, 57 
percent of the assets were held by corporations of this size. 
If this rate is not checked it will take about 20 years for all 
of the manufacturing assets of the country to become con- 
centrated into such giant corporations. 
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The growing domination of the marketplace by larger 
corporations and its effect on small business was recently 
highlighted by the Senate Small Business Committee which 
reported these facts: “While the prosperity of 1955 brought 
a profit rate of 14.4 percent to the biggest corporations (those 
of assets over $100 million) the smallest corporations (those 
with assets of less than $250,000) reported earnings in the 
first 6 months of 4.5 percent. * * * Between the first halves 
of 1952 and 1955, while the giant companies’ earnings ‘went 
through the roof’ the smallest manufacturing plants’ profits 
headed for the cellar. Expressed in percentages the earnings 
of the small concerns fell off 27.4 percent between the two 
periods while the earnings of the large companies increased 
by 58.5 percent. ® * * 

“There is an ominous significance,” the report concludes, 
“in an economic atmosphere which makes it possible for the 
Nation’s mammoth corporations to reap profits while the 
general run of small enterprises are worse off than they were 
3 years ago.” 

This industrial concentration is perhaps most graphically 
expressed by the following: 

At the present time 3 companies make more than 90 
percent of all our silk; 3 companies make over 95 percent 
of our tin cans and tinware; 3 companies make 90 percent 
of our linoleum. Three huge corporations control cigarette: 
whisky and automobiles. 

Prof. Adolph Berle in his statement to the Antitrust sub 
committee remarked on the industrial structure becoming 
characteristic of American business. He said: “In industry 
you find a standard pattern of not less than 2, nor more than 
5, large corporations which have 50 percent or more of the 
volume of that industry between them.” This pattern Mr 
Berle said “is typical of more than half of American industry, 
and the most important half.” 

An important aspect of the pattern of concentration in 
the United States is that rarely is an industry controlled by 
a single firm, a monopoly in the popular or classical sense 
of the term. Where an industry is dominated by a concentrate 
of a few large companies, however, their actions in many 
instances result in the same bad effects as a true monopoly 

More and more it is apparent that in those industries in 
which a relatively few, large-scale, heavily financed com 
panies of comparable size are dominant in production and 
distribution,- there is not active price competition in the 
industry. In many industries where this condition prevails 
there appears to be a “follow the leader” policy in pricing 
and selling. Each member of the industry, both the large 
and smaller concerns, individually elects to follow the policy 
of not changing his prices until the “leaders” change their 
prices. When prices do change, each company, strangely 
enough, individually elects to charge precisely the same prices 
as the leaders. 

Although the effect upon the consumer of this practice 
is the same as in the case of a monopoly, it is a difficult 
condition to correct under the antitrust laws. If the Govern 
ment can establish the existence of an actual or tacit agree 
ment among the various companies in the industry to adhere 
to and to follow the prices or other market practices of a 
leader, then the companies can be charged with conspiracy 
or combination to monopolize or restrain trade. In many 
instances, however, it is not possible to find evidence of an 
actual agreement and the courts have been reluctant to infer 
the existence of a conspiracy in the absence of some direct 
evidence of an agreement. This is one of the problems of 
concentration that has been plaguing antitrust enforcement 
officials in dealing with this problem 

Because of the difficulties surrounding attempts to correct 
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abuses of concentration by means of antitrust laws, some 
people have advocated alternative proposals to deal with the 
problem of concentration. It is significant to note that most 
of these alternative proposals, although emphasizing the 
benefits of competition, nevertheless call for an increase in 
the supervision and regulation by the Federal Government 
over economic behavior. 

Prof. Louis B. Schwartz, of the University of Pennsylvania, 
for example, recommends the creation of a free enterprise 
commission to take over the antimonopoly functions of the 
Federal Trade Commission. Such a free enterprise commission 
would have the power by regulation to define and prohibit 
anticompetitive practices; and to prohibit integration and 
mergers unless specifically approved. Such a commission also 
would have the power to compel reorganization of excessively 
large enterprises as well as other broad regulatory powers 
over the economy. 

Other witnesses before our subcommittee recommended 
legislation comparable to the Public Utilities Holding Com- 
pany Act be enacted in order to empower agencies of the 
Government to compel, in appropriate instances, the dissolu- 
tion of the giants in the economy to smaller economic units. 

Whether concentration has progressed to a degree which 
requires such far-reaching proposals at this time is debatable. 
I would much prefer that the solution to the problem of 
concentration be reached within the basic framework of our 
existing antitrust legislation. I am reluctant to impose addi- 
tional supervisory, regulatory, or planning authority over the 
economy unless the growth of large-scale firms precludes any 
other solution for adequate protection of the public. 

Another aspect of the problem of consolidation of economic 
power which needs emphasis is the role of the Government 
itself in contributing to increased concentration. The Gov- 
ernment, by its administrative decisions, influences in a 
significant manner whether industrial capacity shall be con- 
centrated in the hands of a few or whether economic power 
shall be sufficiently dispersed so as to provide a favorable 
climate for free enterprise. The procurement policies in both 
World War II and the Korean war are cases in point. 

During World War II, for example, in military procure- 
ment the 100 largest corporations received 66 2/3 percent 
of the prime contracts awarded. More than 51 percent of such 
contracts went to the top 33 corporations. During this period 
the top 10 corporations got fully 30 percent of the war con- 
tracts. 

Moreover, the major portion of subcontracts also went to 
the largest companies. It is significant that in 1943 prime 
and subcontract records of 252 of the nation’s largest cor- 
porations, receiving the bulk of the prime contracts, showed 
that these companies subcontracted only 34 percent of the 
value of their contracts and three-fourths of the value of 
those subcontracts went to firms with over 500 workers. 

In the first year of the Korean war the concentration of 
defense contracts was even greater. According to the findings 
of the Senate Small Business Committee, the top 50 cor- 
porations got almost two-thirds of the dollar volume of 
defense contracts while the top 10 corporations got 40 percent 
of the total. For the 5-year period from July 1950 through 
June 1955, 100 companies and their subsidiaries received 
62.6 percent of the military prime contract awards. In the 
2-year period from July 1953 through June 1955 the top 
100 companies received 65.4 percent of military prime con- 
tract awards. And in the 6-month period from January 
through June 1955 the top 100 companies received 68.4 
percent of the military prime contract awards. 

There are several reasons underlying the flow of Govern- 
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ment defense contracts to the larger corporate organizations. 
Defense orders, for one thing, tend to be heavy in industries 
already dominated by a handful of large companies. In the 
short run at least, procurement officials have little choice but 
to make use of the facilities and know-how of the giant 
organizations. Moreover, it is the easier course for military 
procurement officials to deal with one large firm than it is to 
deal with a multitude of small firms. 

Further, large enterprises enjoy certain obvious advantages 
in getting Government business. They can afford to employ 
agents in Washington who keep them informed about pending 
governmental action, the considerations that are likely to 
influence such action, and, most important, the persons who 
are likely to make important decisions. Unlike smaller op- 
erators, they can afford to assemble information to support 
their interests and make sure this data is in the hands of 
appropriate people at the proper time. The consequence is 
that Government officials become more familiar with the point 
of view of big business and imperfectly informed about the 
point of view of smaller concerns. 

Another illustration of the type of Government action 
which contributes to increasing industrial concentration is 
found in the surplus-property-disposal programs following 
World War II. The War Assets Administration reported that 
the 250 largest manufacturing corporations in 1946 had 
acquired 70 percent of the total surplus disposals. Since these 
companies owned and operated 67 percent of the Nation’s 
manufacturing facilities before the war, it is apparent that 
the agency’s plant disposals helped increase industrial con- 
centration above the already excessive 1939 level. 

In the field of antitrust enforcement itself administrative 
decisions sometimes result in weakening the volume of 
competition in the economy and crystallizes the pattern of 
industrial concentration. The recently negotiated consent de- 
cree between the Government as plaintiff and the American 
Telephone & Telegraph Co. and the Western Electric Co. 
as defendants is a case in point. 

In that case, the Government in 1949 filed an antitrust 
complaint designed to put an end to the Western Electric’s 
illegal manufacturing monopoly which had been developed 
and existed under the protection of the monopoly enjoyed 
by the American Telephone & Telegraph as a public utility. 
While the operations of American Telephone & Telegraph 
are subject to public utility regulation, the manufacturing 
functions of its wholly owned subsidiary, Western Electric, 
were not so regulated. 

In fact manufacturing is supposedly the type of activity least 
susceptible to effective regulation. The benefits flowing 
from competition in a free enterprise system are generally 
considered to be most readily realized in the manufacturing 
area of the economy. 

In its complaint the Government charged that Western 
Electric manufactured and supplied more than 90 percent 
of all telephones, telephone apparatus, and equipment sold 
in the United States. It also charged that American Telephone 
& Telegraph required its operating companies as well as its 
long lines department to buy substantially all of its equipment 
from Western Electric. The significance of this is indicated 
by the fact that American Telephone & Telegraph owns and 
operates more than 98 percent of the long distance telephone 
facilities in the United States, and owns and controls operating 
companies which furnish approximately 85 percent of the 
country’s local telephone service. 

To remedy the almost complete lack of competition in 
the manufacture, distribution, and sale of telephone equip- 
ment, the complaint sought a separation of Western Electric 
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from American Telephone & Telegraph and a dissolution 
of Western Electric through competing manufacturing con- 
cerns. Relief of this kind was the principal reason the case 
was brought. 

In the consent decree terminating this case on January 23, 
1956, however, attempts to secure this kind of relief were 
abandoned. Instead of separating Western Electric from A. T 
& T., the decree solidifies Western Electric's subordination 
to A. T. & T. and gives Government sanction to the very 
monopoly which the complaint was designed to break up. 
Western Electric is left with some 80 to 90 percent control 
of the manufacture and sale of telephonic equipment, and 
A. T. & T. will purchase its equipment only from Western 
Electric. 

If Western Electric had been separated from the domination 
and control of A. T. & T., being a strong, substantial entity 
in its own right with ample resources for independent re- 
search and development, it would have been in a position 
to give effective competition to RCA and to Westinghouse 
in many electronic manufacturing fields. Competitive rivalry 
in these fields could not but have resulted in benefits to the 
public. 

Under the decree, however, we are faced with the specter of 
these corporate organizations of planetary magnitude by 
Government fiat restricted to separate majestic orbits in their 
own spheres of the economy. Further, by extending the public 
utility concept from A. T. & T. to include Western Electric's 
manufacturing operations, the decree requires the Antitrust 
Division of the Department of Justice and the courts to take 
the role of regulatory bodies. This is a role foreign to their 
primary functions and which they are ill equipped to perform. 
By extending such regulatory functions to manufacturing. 
the decree abandons the competitive principles underlying 
our free enterprise system and is contrary to the most basic 
philosophies of antitrust enforcement. 

Another instance where Government antitrust action con- 
tributed to maintenance of monopolistic condition and _in- 
creased concentration of economic power is found in the 
Attorney General's approval, in September 1954, of the 
Iranian Consortium. In his approval the Attorney General 
permitted the same companies named as defendants and 
participants in a pending monopoly case to combine and 
Carry Out a joint operation in Iran. In the Oil Cartel case, 
filed April 21, 1953, the Attorney General charged these 
companies have since 1928 engaged in a conspiracy to control 
the petroleum trade of the world. According to the complaint 
the defendants have: Agreed to eliminate competition among 
themselves by establishing market quotas, fixing prices, cur- 
tailing production, and limiting facilities; secured and main- 
tained control of foreign petroleum production; divided 
among themselves foreign production and marketing terri- 
tories; and monopolized pipeline transportation facilities, 
tankers and patented processes relating to refining. 

The Iranian Consortium is an organization composed of 
the major international oi] companies, who produce at least 
87 percent of the free world’s oil, created to reestablish the 
Iranian oil-producing industry. 

In essence, what occurred was this: The Iranian Govern- 
ment decided to nationalize the properties of Anglo-Iranian 
Oil Co. (now renamed British Petroleum Co.) which for 
years had an exclusive concession to produce oil in Iran. The 
British Government owns more than 50 percent of the stock 
of that company. 

Nationalization culminated the disagreement 
amount to be paid Iran and other terms of the concession 
Western oil governments and the other oil companies having 
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concessions in the Middle East countries, supported the 
British. 

Iranian public feeling, however, made it necessary that the 
British monopoly be at least partially displaced. The new 
international cartel was the answer. Perhaps it was the right 
answer, from the military-diplomatic point of view, despite 
some indications that we may have succeeded in diverting a 
portion of Iranian ill will from the British to ourselves, and 
despite rumblings of protest heard in Europe against the 
economic consequences of the Near-East oil cartel. 

Prof. Louis Schwartz described the effect of the approval 
of the consortium to both the Antitrust Subcommittee and 
the Attorney General’s Antitrust Committee as follows: 


“Objections to the plan from the standpoint of American 
antitrust policy are formidable. Here were huge enterprises 
already established on various concessions in the Middle East 
with more than adequate reserves of oil. Some of them had 
already been officially accused of conspiring to maintain an 
artificially high price for this cheap middle eastern petroleum. 
The Wall Street Journal reported the open secret that one 
of their main concerns in entering this pool was to see to 
it that Iranian production should not return to the world 
market too rapidly so as to hurt the world price. Only the 
antitrust laws stood in the way. This obstacle was surmounted 
by an extraordinary dispensation granted by the executive 
department, without sanction of any statute of Congress 
Moreover this executive exemption contained no conditions 
designed to safeguard the public interest or the interest of 
American oil refiners who must buy foreign crude. When the 
American Five and their European partners meet to discuss 
Iranian production policy they must inevitably take into 
account their production and sales from other concessions and 
even at home. Discussion of production becomes in the end 
discussion of the market and of price. No representative of 
the American public sits in on these discussions. There is 
no guarantee of any sort that this private cartel coordinating 
production of the world’s cheapest oil will give the public 
the benefits of its low costs.” 

During our investigation into current antitrust problems 
our subcommittee attempted to evaluate the arrangements 
made in the Iranian consortium. The subcommittee, however 
has been unable to secure copies of the contracts and arrange 
ments among the oil company participants in the consortium 
necessary for such an evaluation. Even though the contracts 
are between private companies, distinguished from govern 
ments, the Secretary of State informed the subcommittee 
“it would not be in the interest of the United States to 
divulge their contents at this time, since making them public 
would affect adversely the foreign relations of the United 
States.” 

The Secretary of State informed the subcommittee that 
he had conferred with the Governments of Iran, Great Britain 
France, and the Netherlands and has ascertained thar all of 
these Governments strongly objected to the disclosure of 
the various documents among the oil company participants 
In view of this objection the subcommittee has been unable 
to make a definitive analysis of antitrust aspects of this matter 
It is clear, however, that approval of the consortium has 
reinstituted the control of the major international oil com 
panies over this important natural resource in Iran 

During this session of Congress, the Antitrust Subcommit 
tee is conducting an investigation of monopoly problem 
in industries which are under the jurisdiction of the Federa! 
regulatory agencies. These hearings were instituted as a result 
of the frequent allegations made in our hearings on current 
antitrust problems, that, in operation, Federal regulatory 
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agencies had become unduly industry-oriented and had sanc- 
tioned excessive economic concentration in the industries 
subject to their jurisdiction. The purpose of the investigation 
is to determine whether or not it is true that public regulation 
has gradually shifted its objective from protecting the public 
interest to protecting the monopolies created under its aegis. 

Thus far, the subcommittee has received information from 
representatives of the Department of Justice, and from various 
academic experts in this field. We have also probed deeply 
into the activities of the airlines industry and its regulatory 
agency, the Civil Aeronautics Board. Since the investigation 
is incomplete with additional evidence still to be received, 
the subcommittee is not in a position to come to any con- 
clusions as to these problems. Sufficient testimony has been 
idduced thus far, however, to make one question the wisdom 
of increasing the scope of regulation by the Government in 
additional areas of the economy. 

The problems involved in maintaining effective supervision 
in the public interest over the operations of regulated in- 
dustries by public agencies are formidable. While it is still too 
early to assert that governmental regulation by commission 
or board has failed adequately to protect the public interest, 
1 am firmly convinced that to the maximum extent possible, 
the public interest in the long run will be better served if 
the impersonal forces of competition are the determining 
factors in establishing prices and controlling the growth of 
business opportunities 

One of the most basic values of free competition is that it 
minimizes governmental intervention. Competition is a viable, 
self-perpetuating system within which men conduct their 
economic activities free from dictation by the government. 
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It is an institutional arrangement consistent with our historica! 
concept of limited government. In view of our experience with 
direct government intervention in economic matters, it doesn’t 
seem to me that the best answer to the problem of economic 
concentration is to broaden government regulation over in- 
dustry. A far less dangerous course would be to assure that 
automatic forces of competition in the market place be the 
determining factor in the solution of this problem. 

In conclusion, I think that you will all agree that the 
problems presented by increasing concentration of economic 
power in the United States, are most intricate. Further, the 
problems are of such gravity that no precipitous action should 
be undertaken on any particular phase. Tinkering with the 
economic processes without a full comprehension of the 
results likely to ensue could create more problems than are 
solved. 

I am convinced that it is essential to maintain in full vigor 
enforcement of the antitrust laws to cope with these problems 
even though in some respects results to date have not been 
fully satisfactory. It is clear that without the existence of 
antitrust legislation and enforcement, the problem of concen- 
tration would be much more acute than it presently is. 
Monopolies in the classical sense long since would have 
become the rule in most of our major industries. 

I am also convinced that much can be done under existing 
antitrust legislation to solve the special problems presented 
by the current pattern of economic development we have 
discussed. If proceeding in this manner is inadequate, however, 
and further Governmental regulation is required, I am con- 
vinced a great deal more consideration must be given to 
assure that the regulatory bodies are surrounded by sufficient 
safeguards to protect the interest of the general public. 


Free Enterprise and International 
Protection of Private Interests 


PRECONDITIONS FOR A SOUND WORLD ECONOMY 
By HERMAN J. ABS, Economist 


Delivered to the Society to Promote the Protection of Foreign Investments, Cologne, Germany, March 27, 1956 


HE “German miracle,” accepted slogan for postwar 

economic recovery in Western Germany which many of 

us must confess to have helped popularize, has lately 
evoked both justified and unjustified foreign demands upon 
the Federal Republic and the West German economy. Simi- 
larly, the Federal Minister of Finance's bulging till is an in- 
ducement for taxpayers and other interested parties to scramble 
for what they claim as their rightful shares of the overflow, 
as long as the going is good. This proves once again that 
wealth is not without its sacrifices, certain contributions toward 
the common welfare being rightfully demanded from those 
who can afford to part with some of their affluence. 

German economic recovery is undeniable and not exclu- 
sively owed to the untiring labors of our people. Many favor- 
able factors have been equally effective, last but not least the 
decisive material and moral assistance given to us during the 
first postwar years by our former enemies, particularly the 
United States of America. Yet, all these efforts and aids would 
have been in vain—on this point I think all Germans agree— 
if the previous directed or controlled economy had not inci- 
deatally been replaced by a practically free market economy, 
i.e, if the brakes had not been removed which for years had 


repressed the natural impulsion of private initiative and free 
enterprise. 

On this occasion it must be stressed once more that, as far 
as Western Germany is concerned, the bold decision to break 
with the past is owed in the first place to the Federal Minister 
of Economics who has spoken before me. Without being pre- 
tentious I may say that this new policy, even internationally, 
has contributed much toward hollowing out the state-controlled 
economic systems which had been built up in many countries 
as a result of two world wars. We all know that restoration of 
free enterprise has since had exceedingly wholesome effects 
on the standard of living of peoples in the Western World. 

We must continue steadily along this path if present 
achievements are to be confirmed and further progress made 
toward the final goal of an absolutely free world economy, 
based on mutual confidence—in spite and because of the new 
countermining attacks recently being made from the East. 

I began my address by alluding to German economic recov- 
ery and to our obligations resulting therefrom. The European 
countries were among the first beneficiaries of United States 
reconstruction aid. Now, Europe for her part is rightly ex- 
pected to lend economic assistance both to countries which are 
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in the process of development and to countries experiencing 
difficulties due to general adverse circumstances. As the Federal 
Minister of Economics has just stated, we are entirely conscious 
of our obligations and convinced that it is necessary to give 
these countries investment and credit aid thereby helping 
them to raise the standard of living of their peoples to a 
decent level. 

Apart from development projects of basic character and 
from exceptional cases, where specific circumstances or over- 
dimensional tasks are at stake, this aid can be given and 
taken in the first place by means of private capital and enter- 
prise. Indeed, private initiative must prevail if we intend con- 
tinuing along the road toward our recognized ideal, a free 
world economy. 

Quite apart from the fact that national budgets particularly 
in Europe, are too strained to be able to assume additional 
obligations in this field, a state which, beyond supervising and 
directing economic policy, undertakes definitely to act as an 
entrepreneur and creditor on a large scale, is inevitably drawn 
in a direction ultimately culminating in overall State control. 

History proves that the present stage of economic develop- 
ment in both the European countries and the United States of 
America would never have been reached without efficient and 
profit-seeking private initiative and the pioneer spirit of large 
and small entrepreneurs. So-called capitalism, like all other 
human phenomena, certainly has its weak points, faults, and 
misuses. Yet, compared with any form of State controlled 
economy it has the decisive advantage of being best adapted 
to the peculiarities of human nature. The State as an entre- 
preneur is necessarily apt to operate clumsily and uneconomi- 
cally, because efficiency and profitability, which are stimulated 
by free enterprise, have no more than indirect influence upon 
State actions. Numerous public institutions, particularly in 
less developed countries, which had been established to develop 
the resources of these areas, have failed because they were 
called upon to assume functions which Government cannot be 
expected to execute. Also, it is more difficult for such public 
enterprises to attract private, especially foreign capital, than 
for private corporations, because the former are subject to 
State interference, a circumstance which always entails great 
risks for the investor. 

On the other hand, close collaboration between private 
enterprise, particularly in developing the productive potential 
of those areas, promotes cooperation between the native popu- 
lations and foreigners, makes it easier for both to appreciate 
their respective problems, strengthens their sense of respon- 
sibility, conduces to a more profitable choice and operation 
of projects, and awakens new interest and more widespread 
activity. This is essential, if the development of these econ- 
omies is to be borne upward by all classes of the indigenous 
people. If, thanks to such collaboration, these people feel con- 
vinced that they are taking an increasing share in the construc- 
tion and extension of their economy, a conviction which is 
already widespread today in nations with an advanced capital- 
istic system, the construction work will proceed on a solid and 
evolutionary basis. At the same time, indigenous key personne! 
and skilled labor are bound to come forth and will soon be 
in a position to assume full responsibility on a broad scale. 

This should not prevent the State from lending initial assist- 
ance, as it did in Germany after the end of the last war. Bur 
even in such circumstances, the State should never act as an 
entrepreneur, but pay chief attention to fostering and protect- 
ing private initiative. In this connection, permit me to draw 
attention to pertinent statements made in March 1955 by the 
vice president of the International Bank for Reconstruction 
and Development, Mr. Robert L. Garner, concerning the 


531 


purpose of the International Finance Corporation. The IFC 
is typical of the consistent efforts of the Western World, 
particularly the United States of America, to arouse greater 
interest among private capitalists and entrepreneurs in foreign 
investments, primarily in important projects in such areas all 
over the world the economies of which are on the verge of 
fuller development. 

Eager as private business and the banks are to contribute 
in this manner to creating a free-world economy and thereby 
raising the standard of living among all peoples, it is not easy 
for them to act accordingly considering the limited means and 
opportunities at their disposal. Beside other handicaps, two 
particularly important conditions are lacking: 

1. Administrative, tax, and other regulations often make 
it difficule for foreign investors to become active, acquire par- 
ticipations, and to stand their ground on an equal footing with 
nationals and firms of the countries in question. 

2. In some parts, tendencies are recently gaining headway 
either to make untenable foreign investments and discourage 
other foreign interests by discriminating measures or, what is 
far worse, to block or even expropriate the foreign capital and 
assets already invested. 

Point 1 is a special matter not included in the subject of my 
talk today. Nevertheless, it is exceedingly important inasmuch 
as free, nondiscriminatory treatment is a fundamental pre 
condition for major investments of private capital abroad 
Governments which are interested in their countries’ develop 
ment should give greater attention to this question than here- 
tofore. 

The second problem—the security of foreign investments 
is our chief concern today and even more important and de 
cisive than the first. Without the guaranty that invested capital 
will remain the investor's property, bear interest, and be repaid 
in due time, it will be impossible to mobilize sufficient private 
capital for foreign projects. It must not be forgotten that 
private capital both in Europe and the United States has sufh 
cient opportunities to work profitably at home without having 
to assume the additional risks regularly connected with foreign 
investment. After all, the private capitalists’ funds and the 
private firms’ enterprise applied in foreign countries are th 
product of their own and their employees’ and stockholders’ 
efforts, just as foreign aid from public funds can originate only 
from the savings and labor of the creditor country’s people 
Nobody, and least of all the countries which are in the process 
of development, will expect the investor to stake these assets 
if he realizes that his foreign investments and thus the proceeds 
of work done on foreign account are being endangered by 
official measures. Only the East can afford such risks, because 
no regard is had there to the wage level, standard of living 
and well-being of its populace. This is the only explanation 
for the uneconomical credit terms which the U. S. S. R. has 
recently been offering as an allurement to politically interesting 
countries of the Near, Middle, and Far East 

We have had occasion again only quite recently to exper 
ience a number of grave direct or indirect impairments of 
foreign interests which prove how thoughtlessly some of the 
countries belonging to the Western World and accepting the 
fundamental Western principles have disregarded the inviola 
bility of private rights and property. May I call to mind, for 
instance, the blocking of the assets of numerous firms operat 
ing with foreign capital by the Argentine Government. What 
is the use of international rules of law, of property protecting 
clauses in Western constitutions, national laws and numerous 
commercial treaties, further of declarations on the equal treat 
ment and protection of foreign capital made by statesmen in 
many countries, if they are not unreservedly observed in prac 
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tice. The matter is all the more serious, because measures to 
discriminate and discourage foreign investors are beginning to 
multiply again at a time when our Western World is fighting 
desperately against Eastern collectivism which denies personal 
freedom and all private property rights. 

These recurring relapses are attributable to past political and 
economic developments for which, in the end, responsibility 
does not rest with the countries in question but rather with 
the entire Western World. They are the fruit of two world 
wars with their devastating economic and financial conse- 
quences. These war effects have not only caused private rights 
in the international sphere to be impaired or extinguished. 
Even within the individual countries personal rights were 
overriden. 

|. The rigorous foreign exchange control laws hailing from 
ifrer World War I, for example, were nothing but a form of 
expropriation as far as they forced national subjects to liquidate 
their foreign investments and deliver the foreign exchange 
proceeds to their central bank, or if they deprived foreign 
creditors and investors of the interests on their credits and the 
profits from their itrvestments. The interruption of the German 
foreign debt service before the last war was a further example 
of the radical disregard of vested foreign rights, in this case 
not from necessity, but due to unscrupulous political machina- 
tions. 

2. One of the reasons for the general confusion over prop- 
erty protection which must not be passed over is the policy 
of confiscating private enemy property practiced as part of 
total warfare, insofar as governments went to the length of 
definitely expropriating and liquidating such assets. Such con- 
fiscations and controls are justified, if the firms which are oper- 
ated with enemy capital or other forms of enemy participation, 
either of their own accord or influenced by enemy government 
agencies, are in a position or suspect of countermanding the 
opposite party's war efforts. However, the foreign owners of 
vested rights ought to be given back their property or should 
at least be handed over the liquidation proceeds of their assets, 
as soon as relations between the former enemies have been 
normalized to an extent excluding the danger of interference 
with national interests. This normalization may be assumed 
where the countries involved have become partners and friends 
and are pulling together in politics and economic policy. 

Only very few countries have declined to adopt the general 
practice of liquidating and confiscating foreign property; sev- 
eral others, among them especially Switzerland and quite re- 
cently Sweden, have recognized the fatal consequences which 
the violation of private rights will have for the Western World 
and have done their best to make good for former measures 
taken against private foreign property. 

Neither myself nor anyone in Germany proposes to reproach 
the countries in question for the interference with foreign 
property which originated during the war. It is not for us to 
throw stones, because we practiced most of the unfortunate 
violations of the principles of inviolable private rights our- 
selves or even caused them to be employed by others—a fact 
which cannot be stressed often enough. I am solely concerned 
about the common cause of the Western World. In order to 
carry the victory in ideological warfare against the East, we 
should practice what we teach, otherwise we might be defeated 
with our own weapons. 

Without self-praise I may say that in pursuance of this 
course of thought we have attempted to reestablish the reputa- 
tion and credit abroad of the Federal Republic and German 
business and to make amends as best we can for the wrongs 
which have been done in the past to the life and property of 
so many of our contemporaries. But, much still has to be done 
in that direction in many fields. Both our Government, our 
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official agencies, and every one of us in Germany must continue 
to do their very best in order again to pay full regard to indi- 
vidual rights of foreigners and nationals alike. 

There is no need for me to explain that communism 
welcomes the above-mentioned diversity of attitudes in our 
Western World concerning the protection of private rights 
and properties. We positively know that communism has 
even nurtured such dissensions in order to prepare the soil 
for a Communist world revolution which, according to 
recent declarations made by Mr. Khrushchev and other 
Soviet statesmen, is still the final goal aspired to by the 


U.S. S.R. oe 
For several reasons many authoritative quarters in the West 


have failed to see through this game and adopt timely 
counter-measures. In view of the continual military menace 
from the East, the military-strategical warding off of open 
aggression naturally stood in the foreground of interest, while 
the defense of western ideologies was neglected in the delusion 
that they could be sufficiently protected by propagating the 
slogan of our “Western way of life.” Now that Soviet policy 
has adopted the method of subversive disintegration and in- 
filtration, the many gaps and loopholes in our line of defense 
are gradually coming to light. In the heat of the cold war 
we had no time to account for the fact that in many respects 
we had been straying from the “Western way of life” in our 
own garden. A typical example is provided by the Austrian 
Treaty. Certainly, this treaty was a political compromise and 
chiefly aimed at the evacuation of Russian troops. Only few 
realized, however, that the Soviets were no longer interested 
in clinging to this small outpost of their military power. 
To make up for this unimportant withdrawal, the U. S. S. R. 
planted the seed for a further consistent pursuance of col- 
lectivism in Austria. For example, the expropriation measures 
agreed to in the Austrian Treaty to which I am alluding would, 
I believe, hardly have been approved by the three great 
Western powers if they had realized that, as a result of the 
automatic transfer of former German assets to the Austrian 
state, the most important branches of Austrian industry will 
remain collective property more or less indefinitely, together 
with the enterprises which had already been nationalized 
before by the Austrian Republic. I am not complaining about 
the attendant personal losses of the former owners. Scores 
and scores of individuals and private firms have in other fields 
suffered much greater war losses. I speak only of the effects 
of this successful Soviet move on our world economy and the 
consistency of western freedom. 

By this time we have discarded most of our old garments 
and false notions and found our way back to recognizing 
that the individual and his rights are the fundamental and 
stimulant of economic activity. Yet, we are still burdened 
with heavy mortgages from the past which provide many 
points of attack for a further infiltration of Communist ideas. 

We have seen how these encumbrances are already standing 
in the way of building up a really free world economy, an 
economy divested of all avoidable risks which would enable 
us to utilize fully all available economic resources in 
favor of the less developed areas. Which will be their true 
effects in the event of a general depression that nobody 
can prevent in case, for some reason or other, this depression 
were to assume universal dimensions? If, in such an eventu- 
ality, our attitude toward the ethics of our “way of life” were 
still interspersed with contrasting element, there would be 
little chance of mastering the situation without departing 
from our principles. The East is actually waiting for this 
moment, knowing that people whose moral principles are 
not firmly anchored are particularly susceptible to temptation 
and infiltration when destitute and depressed. 
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At this point I should like to give you an example of 
how we, that is the European industrial states and the United 
States of America on the one hand, and the less developed 
countries on the other, are actually contributing to generate 
future world economic depressions. Every industrial country 
and national economy naturally seeks to maintain employment 
at as steady a level as possible—last but not least for social 
reasons. Other countries, in the first place those which, after 
having discarded colonial bonds, are beginning to stand on 
their own feet, just as naturally wish to catch up with the 
achievements of the industrialized nations. Thus, the aims 
of both groups are complementary. Yet, this can be a source 
of great danger—that is, of an excessive strain on all the 
parties concerned—particularly in the field of public finance 
and balances of payments. In some cases, the initially sound 
competition for markets among the supplying countries has 
been carried too far. Often, terms and conditions for deliv- 
eries abroad are being offered by these countries which are 
entirely inconsistent with sound financial and economic prin- 
ciples. In some purchasing countries such tempting offers 
naturally may awaken illusions, as if they might make spec- 
tacular and rapid progress without undue strain upon their 
financial or foreign exchange situations. Consequently, they 
would accept too many offers of that kind within too short 
a period. These illusions might even be encouraged if, in 
the interest of full employment, and considering the afore- 
mentioned uncertainty of legal protection abroad, the gov- 
ernments of the delivering countries relieve their private 
corporations and firms of most of the political, economic, 
and transfer risks involved in their deliveries and credits 
by providing state guaranties. This procedure with respect 
to the export of capital goods has become quite common in 
many countries. Unsound underbidding by means of credit 
terms will not cease before the practice is abandoned by which 
the delivering firms, together with their governments and 
taxpayers, in addition to the work they are performing for 
their foreign customers, assume most of the risks connected 
with the fulfilment of the latters’ obligations. The accumula- 
tion of too many development projects at a time, which 
might be the result, contributes to a further increase in 
international indebtedness which has already assumed exces- 
sive proportions in a number of countries. In this manner, 
ever less importance is bound to be attached to the question 
of profitableness by the purchasing countries, and the suppliers 
are asked for accommodating terms which their national 
economies are really unable to afford. 

I am convinced that, to the good of their countries and 
populations, the economic growth of the less developed 
areas would proceed on a more evolutionary, reasonable, and 
financially sounder basis if both sides were to reassume the 
full measure of their respective responsibilities—the supplying 
country for contracted deliveries and services, and the receiv- 
ing country for the agreed payments. Otherwise, the receiving 
economies will be the first to experience set-backs in their 
development and a deterioration of their peoples’ standard 
of living in the event of possible future depressions, if not 
before. An excessively forced opening up of too many of 
the so-called underdeveloped areas at a time might even 
become partially responsible for a general world economic 
depression. The present volume of private credits outstanding 
from capital goods deliveries is enormous, quite apart from the 
state-to-state development credits. In addition, European gov- 
ernments and others have assumed extensive guaranties against 
political and economic foreign risks. It is easy, therefore, to 
predict the economic, financial, and moral effects on both 
creditors and debtors which would result if the debtor coun- 
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tries’ liabilities were definitely to rise out of proportion with 
their ability to raise and transfer funds for the discharge of 
their foreign obligations. 

Viewed in this light it is neither in the interest of the 
delivering nor receiving country to demand that governments 
create new financing institutions for the provision of export 
credits which are to run for longer terms than justified by 
the economic circumstances. An appeal of this kind was 
recently made in our country. 

The above-mentioned new Soviet economic offensive in the 
so-called underdeveloped areas of the Near, Middle, and Far 
East is being launched against this vulnerable spot in our 
western economic structure. The conditions at which the 
U. S. S. R. is offering credit and development aids are 
decidedly even more tempting than the assistance which the 
West has been able to propose or promise, unless the under- 
lying political implications are recognized by the countries 
concerned. Certainly, the western states, when offering eco- 
nomic assistance to other countries, also have some political 
line in mind. But, contrary to Soviet policy, their funda- 
mental idea and purpose is to increase wealth among the 
peoples of these areas by unfolding their productive potential. 
in this manner they seek to promote the economic and 
political independence of such countries to a degree permit- 
ting them eventually to play an important role in the free 
world, uninfluenced by open or subversive outside aggression. 

To doubt that the Soviet economy will actually be able 
to fulfill promises of investment aid is a mistake frequently 
made in the West. The area controlled by the U. S. S. R. 
has enormous resources and can already boast of an unusual 
wealth of technical and organizing experience. Contrary 
to democracies in the West, the U. S. S. R. is able rapidly to 
turn economic activity toward new directions and purposes, 
because the Government is absolutely autocratic, and no con- 
sideration is had of their subjects’ standard of living and 
general well-being. Also, the Soviet economic potential will 
become greater as disarmament proceeds, which we are all 
hoping for. 

Yet, even if all or part of the Soviet offers were insincere, 
they are fit to produce perplexity, undue economic and 
financial optimism in countries which so far have not had 
a taste of communism. They conduce to multiplying the 
aforementioned exaggerations of competition and all the 
devastating consequences for debtors and creditors, suppliers 
and customers, to the disadvantage of a sound world economic 
development. 

The Western World, and last but nor least, the European 
countries, realize that the policy of a further unfolding of 
the economic potential in all countries is a condition sine 
qua non for attaining a stable and well-balanced period of 
world economic prosperity, and that the less developed areas 
must receive their full share from such policy. As already 
mentioned, I consider it the very duty of the advanced 
economies to lend these areas economic and financial aid 
and give them advice on the technical and administrative 
upbuild and operation of their development projects. In doing 
so, greater stress than heretofore must be laid on the following 
points: 

1. Advancement in these areas must proceed at a pace and 
in a manner adapted to their structure and resources. 

2. Care must be taken to reestablish and maintain stability 
of the currency and balance of payments in these countries, 
in order to avoid inflationary tendencies. 

3. Indigenous capital, labor, and other resources must be 
induced to partake in the various projects on a broad line, 
so as to strengthen their sense of responsibility for and 
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interest in the development of their economy and lay the 
foundation for the growth of national capital markets. 


In this manner it will be possible to avoid or correct many 
of the mistakes which had been made during the last century 
in developing the industrial countries in Europe and North 
America, and even more recently in opening up new countries. 
Naturally, all this calls for mutual confidence and cooperation 
between the giving and receiving economies, whereby I 
wish to emphasize that this cooperation in operating and 
completing the common projects must amount to a form 
of true partnership, in which none of the parties can take 
advantage over the other. To this end, the foremost responsi- 
bility lies with those who invest their capital in the economies 
of the receiving countries. In particular, in developing and 
utilizing matural resources, it is very important that due 
consideration is had of the national interests of the countries 
concerned. On the other hand, these countries must see to it 
that the capital employed to their benefit and the plants 
erected with the help of foreign funds or materials are 
permitted to operate unhampered and on an equal footing 
in every respect. Further, guaranty must be given that foreign 
creditors and investors may dispose of the proceeds of their 
efforts and that the receiving countries will engage to abstain 
from measures designed to block, confiscate, or expropriate 
the vested foreign interests. This principle, of course, must 
be reciprocally recognized and practiced. 

At this point, I refer to a suggestion which I already made 
last year, namely, the conclusion of an international Magna 
Carta, by which if possible all countries in the free world 
engage to respect and protect rightfully acquired foreign 
property and other foreigners’ rights. By this Carta, the 
contracting parties should submit to sanctions determined 
by an international arbitration court in the case of proved 
violations of this fundamental agreement. Perhaps it might 
be suitable for the Magna Carta to embody general basic 
rules concerning the fair treatment of foreign investments. 
May I recall that as early as in 1931, the International Cham- 
ber of Commerce adopted a resolution which envisaged the 
same manner of protecting foreign rights. Unfortunately, 
this resolution was not carried into effect as a result of the 
aforementioned unfortunate developments. Similar ideas are 
found in the report of President Eisenhower's Commission 
on Foreign Economic Policy, published in 1954 and univer- 
sally known as the Randall report. 

The conclusion of a Magna Carta of this kind would entail 
the following great advantages: 

1. Ir will be sure to give an important stimulus to the 
revival and unfolding of private initiative. Further, it will 
contribute decisively toward reestablishing sound relations 
between governments and private business. 

2. It will create a stable fundament and favorable at- 
mosphere for a more extensive investment of foreign capital 
and technical and material resources in construction and 
development projects, particularly in all the new areas all 
over the world. 

3. This Magna Carta is the key to financial and economic 
stability and responsibility in the national and international 
sphere, both of which are absolutely essential if further 
progress is to be made toward developing a free, healthy, and 
balanced world economy. 

4. It will contribute decisively toward reestablishing inter- 
national confidence and legal security and at the same time 
provide effective evidence of the free world’s firm belief in 
the inviolability of private rights and interests. 

5. The Carta will support the moral buttress of the free 
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world which we have erected against the property-denying 
forces of communism. 

6. It will contribute to realizing the ideal of all devoted 
champions of freedom, which is to see the respect for in- 
dividuals and their vested rights reinstated as the unwritten 
law of nations. 

I am well aware that great efforts on all sides are needed 
to create the proper atmosphere for an international con- 
vention of this kind. As a preliminary, but essential prepara- 
tory task, past mistakes in the treatment of the private rights 
of foreign nationals must be made good, misunderstandings 
and distrust removed, and the entire attitude toward this 
important problem revised with a view to reaching our 
common goal. 

Ladies and gentlemen, we are at a turning point in our 
struggle for the maintenance of freedom and the elementary 
rights of all peoples. The Communist intention to exert 
direct influence on world events, proclaimed at this year’s 
Congress of the Soviet Party, the new Communist economic 
policy, insofar as it is to be carried beyond the eastern sphere 
of influence, and the new orders given to form people’s-front 
governments in the western countries, have surely opened 
our eyes to the crossroads lying ahead of us. The battle can 
be won only if we realize the whole implication of our own 
principles, carry them into effect without compromise, and 
reinstate them wherever and for whichever reason they were 
departed from or neglected during the past. This is the only 
way to resist underhand communistic disintegration activity, 
particularly in times of depression. It is the only means of 
finding a suitable platform from which to ward off political 
encroachment of the U. S. S. R. in the international economic 
sphere by constructive international cooperation among our- 
selves. 

For very good reasons Germany is particularly concerned 
about future developments. We have first experience of 
politics during the previous German regime and the devas- 
tating effects they had on individual rights. Consequently, we 
are able to see clearly through the continually progressing 
infringement of personal freedom and private property in 
the parts of Germany on the other side of the Elbe, where, 
according to recent proclamations of influentia! Soviet states- 
men, the present political system is to be perpetuated as a 
precondition for German reunification. If this demand of 
the Soviets is given way to even in the least degree, the rest 
of Europe might easily be carried away by the Communist 
current. 

Most of the founders of the newly established Gesellschaft 
zur Forderung des Schutzes von Auslandsinvestitionen (so- 
ciety to promote the protection of foreign investments) belong 
to important circles of German political and business life 
and have an intimate knowledge of the perils surrounding us. 
They feel it to be their responsibility to help the world 
realize the extent of these dangers in the economic sphere 
and to seek and win friends and promoters of their cause all 
over the world. 

We realize that, in order to reach the aspired ends, a great 
measure of insight and courage is needed, if only to discard 
misguided principles and practices of the law. But we know 
that many authoritative personalities as well as scores of 
unknown persons ip the Western World share our principles 
and give much thought to finding ways and means of emerging 
from our present dilemma. I am thinking, in the first place, 
of outstanding men in the United States of America. This 
freedom-loving country is particularly awake to the common 
problems because, by tradition, it has adopted the cause of 
the individual and the protection of his rights. In the shape 
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of Government aid and private foreign investments the 
United States of America owns by far the most extensive 
interest abroad. By its influential position in the political 
world, its wealth and capital resources, the country feels 
particularly responsible for the continued advancement of the 
free world economy and the welfare of all peoples. Only 
recently, Americans of both the great parties, e.g., the 
Senators JOHNSTON, KNOWLAND, LANGER, WILEY, and others 
have expressed their concern as to the maintenance of inter- 
national protection of rights all over the world. Their concern 
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is a result of the very same events and developments which 
I have described today. 

In conclusion, I trust I have been able to contribute a 
modest but constructive share toward propagating and pro 
moting the cause which, together with many of my country- 
men, I have very much at heart. I hope this will give new 
impulse to all of us living in our world who share our fun- 
damental ideals and are earnestly intent upon helping to 
assure the development of a secure, flourishing, free universal 
economy. 


How the Reds Took Over Our Faculty 


THE TECHNICAL UNIVERSITY OF PRAGUE 
By JAN M. NOVOTNY, Department of Economics and Business, Alfred University, Alfred, New Y ork 


Delwered at the annual dinner of the Alfred Alumni Association, Rochester, New York, May 5, 1956 


I. BEFORE 1939 

BEGAN my life as a civil servant in the Czech Min- 

istry of Finance in January 1920. After three years I 

decided to study public finance, economics and taxation in 
the United States, applied for a two-years leave of absence 
without pay, and in the fall of 1923 registered in the Graduate 
School of the University of Pennsylvania, Philadelphia, Pa. 
After two years, in the fall of 1925, I returned home to Prague 
and was attached to the Research Division in the Ministry of 
Finance as Assistant Head. In 1934 I became head of the 
Agricultural Division of the Czech Customs Service. 

Long before, in 1927, I became also a part-time lecturer in 
the Faculty of Commerce, later also an Assistant Professor in 
the Faculty of Law, Caroline University of Prague. This is 
the oldest university in Europe north of the Alps, founded in 
1348 by the Czech King and German Emperor Charles IV. 
In 1935 I was appointed a full-time Professor in the Faculty 
of Commerce of the Technical University of Prague, a some- 
what younger school founded in 1705. 

European universities are relatively few in numbers. They 
are state institutions, governed autonomously by their full-time 
professors. The State only supervises them and pays most of 
their expenses. As a rule they have a very high scientific stand- 
ing, somewhat like American graduate schools, and are uniform 
in the whole country. They are larger than most American 
universities, though not as large as some, having 3000 to 8000 
students. On the other hand only one-tenth of the young 
generation attends universities in comparison to about one- 
third here. Our country had some 16 million inhabitants 
before the war, we had only six Czech universities, three in 
arts and sciences and three in engineering, and three German 
universities, one in arts and two in engineering. Altogether we 
had some 50,000 university students. 

In Europe university professors have a different social posi- 
tion than here. Generally speaking their position compares 
with that of judges. They are appointed personally by the Head 
of State for life, retire on reaching their 70th year. They are 
not removable except by a verdict of the disciplinary commis- 
sion elected from their peers. 

The political set up on our faculty was similar to that on 
many United States universities now. An occasional professor 
was on the political right. Most, including myself, were in the 
political center. Finally there was a strong Socialistic wing, 
Marxist and non-Marxist. 

Here it is most important to understand the policy of the 
Communist Party towards university professors. According to 


the famous “Manual” by Lenin one “liberal” professor is more 
valuable to the Party than 500 rank-and-file workers. In plain 
English a “liberal” is a Marxist who is not ready to admit it. 
If Socialism meant a happier, fuller life for every ordinary 
decent man and woman, I would be a Socialist. As it is, my 
long experience under all types of such regimes has not con 
vinced me of this. In times of crisis men may be called upon 
to decide whether they are for Individualism or for Commun 
ism. This is not always a decision between good or evil, but 
between a lesser evil and a greater evil. In such situation the 
Socialists have always decided for Communism. This is the 
basic tragedy of Socialism and its basic criticism. Even in my 
old country, only a few weeks after the Communist coup, the 
Social Democrats joined the Communists as a body—there are 
today no Social Democrats in Communist countries. 

Czech students were much more interested in politics than 
American students, perhaps too much so. They were for the 
most part in the political center, only on the Faculty of Phi 
losophy were there a few ideological Communists. On the 
Faculty of Commerce we had very few of them, together with 
Social Democrats hardly 5%. 


Il. NAZI OCCUPATION AND CLOSING OF CZECH UNIVERSITIES 


On March 15, 1939, Hitler invaded our country. The Faculty 
of Commerce had then about 1600 students and 7 full-time 
professors. It was most interesting to follow their new political 
regrouping. It started already in 1938, after Munich. The old 
political parties were dissolved and merged into two new ones 
the Party of National Unity on the Right and the Center, the 
Labor Party on the left. Most people however remained neutral, 
awaiting developments. 

It took the Nazis several months to digest the whole admin 
istration of their new province, the so-called Protectorate of 
Bohemia and Moravia. They did it gradually, one sector of 
public life after another. At first the Czech universities had to 
give up to the German universities many of their buildings 
and institutions but otherwise were left in peace. After the 
summer vacations, in the Fall of 1939, the Germans invaded 
Poland, the shooting war had started, and the policy against 
the Czechs stiffened. 

As usual the students were the first to demonstrate against 
the Nazis, and on this occasion two Czech students were killed 
by the SS. Their funeral was turned into an even larger mass 
demonstration by several thousands of students who accom- 
panied the bodies to the cemetery. The car of the Nazi Vice 
protector, of SS General K. H. Franck became entangled into 
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the massed students and reportedly some blows were ex- 
changed. This happened on the afternoon of Thursday, No- 
vember 16th, 1939. 

The Nazis made a bloody example of this incident. During 
the following night all Czech universities in the whole country 
were closed, all buildings seized by SS troops, all students, 
whether in dormitories or in private houses, rounded up and 
brought to SS barracks near Prague, and 9 professors and 
students shot on the spot. In the following days girls and boys 
under 20 years were released. Those over 20, some 4000 of 
them, were deported to concentration camps in Germany. 
There they remained for years, some to the end of the war. 

In the early morning of Friday, November 17th trucks with 
boys and girls were passing our house and we heard also other 
rumors. | went to my 8 oclock class as usual. On the square 
outside of our faculty was a small group of professors. The 
school buildings were guarded by SS troops, nobody was 
allowed in, and a German professor was appointed Commis- 
sarial Leader of the former Czech universities. 

A few days later most of the remaining professors were 
put on the inactive list. This means that they did not receive 
any salary, only a very small allowance. This lasted for six 
years, until the uneasy liberation in 1945. Such was the end 
of Czech universities under the Nazis. To Czech pleas for 
reopening they answered quite plainly: “If we win the war, 
the Czechs will not need any universities nor higher schooling, 
if you win, you will open them yourselves.” 

With the closing of the universities the political attitude of 
the discharged professors and lecturers underwent further 
changes. The most by far withdrew into the privacy of their 
studies, refused to accept any jobs from the Nazis, and lived 
on whatever other means they could muster. Only very few 
on the right and the center cooperated with the Nazis. Not 
so the left wing. We had on the Faculty of Commerce a strong 
Marxist block. Professor Josef Macek had been a Member of 
Parliament for the Social Democrats. As such he continued to 
draw from the Nazi-controlled government his full indemnity, 
although Parliament never convened any more. He also lec- 
tured over the Nazi-controlled Radio-Prague and edited a 
collaborating monthly magazine in Czech. Macek’s disciple 
and friend, Professor Jan Mertl, published a Nazist book on 
politics and became Chairman of the Society for the Collabora- 
tion of Czechs with Germans. Another disciple of Macek, 
Professor Leopold Sauer became a high civil servant in the 
Statistical Office and was awarded the “Order of the Eagle” 
created by the Nazis especially for those Czechs who have well 
deserved of the Great-German Empire. The Czechs called this 
order the “German hen.” 

| withdrew into the privacy of my study and devoted my 
time to my large library on business. It contained over 15,000 
volumes and some 10,000 documents, ranging from the 13th 
century to modern times. I refused all jobs which were offered 
to me, and joined the Czech underground. At times we did 
not have plenty, but we managed. 

Even today not everything can be told. Suffice to say that 
| succeeded in buying from a German officer large quantities 
of arms and ammunition, with which I then armed a certain 
underground group. Our underground was even then divided 
into Nationalists and Communists. The Communists were not 
very active, it was the time of the Stalin-Hitler pact. Later 
they tried to jump on the Allied bandwagon, but were never 
trusted. They knew a little about my arms and tried to learn 
more after 1945. 


Ill. “LIBERATION” AND First YEARS AFTER 


In the Spring of 1945 it was clear to everybody that the 
war was won, the only uncertainty remained as to the exact 
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time and way of our liberation. By April 1945 the U. S. Army 
under Gen. Harmon had liberated Pilsen, a large industrial city 
with the famous Skoda Arms Works and the Pilsner Beer 
Brewery, some 60 miles SW from Prague. To our great dis- 
appointment they stopped there. Now it has been disclosed 
that this was according to the agreement of Mr. Roosevelt 
with Stalin in Yalta. 

We did not wait for them, the revolution in Prague started 
on May 5th. Overnight carefully preserved Czech flags went 
up, old uniforms came out from closets and, most important, 
well hidden arms and ammunition were distributed among 
trusted men and they were organized into military units. The 
city was turned into hundreds of small fortresses, walled in 
by barricades of paving stones, trucks and bricks. People had 
food and water stored in preparation for a long siege. On the 
Sth we were free. 

In the five days from May fifth to May ninth 2000 men were 
killed on the barricades fighting against Germans, an even 
larger number were taken by Germans from their homes and 
shot on the spot: men, women and children. In its agony of 
death the German beast was kicking around with the last 
remnants of strength, killing and destroying everything within 
its reach. 

At 5 o'clock on the morning of the ninth of May we were 
awakened, the vanguard of an army was entering our fortress, 
and we were ordered to replace the paving stones so that they 
could proceed. When we came to the main street on the other 
side of our block, we received a great shock. They were not 
Americans but slanted eyed, unkempt Russians. It was the 
Communist Guard marching on tanks from Berlin, 180 miles 
away. 

The Czechs welcomed them with uneasy, bitter forebodings. 
Except for a very few hard-core Communists there was no 
spontaneous joy. The Russians behaved like Russians: looting, 
raping and destroying senselessly. Prague was more fortunate 
than some smaller Czech cities. The armies which came to 
Prague were composed of Red elite troops, and they had orders 
to leave the domestic population alone—there were too many 
windows from Prague to the free world. 

We wonder to this day how our American friends could 
leave our rich and wealthy country to the Reds. Many of the 
present woes and problems could have been omitted if not for 
this tragic error. 

On the third day after this uneasy liberation, I went to our 
faculty building, 4 miles across the city. 1 had to walk both 
ways, our car had been requisitioned by the Nazis in 1939, 
there were no streetcars and no taxis. I was the first faculty 
member to arrive on the spot. I rounded up an old employee, 
installed him as caretaker, hoisted a flag, let a large new sign 
be painted, and locked the building. 

After three weeks of hard work we were the first Prague 
faculty to open for lectures. During the war the universities 
were Closed, and all the boys and girls who were for six years 
prevented from studying registered now—over 5000 of them 
in our Faculty alone. Only five professors were alive, yet 
somehow we —— to Organize everything with the help 
of more than 100 of our alumni as lecturers. 

Another large change did occur in the political grouping. 
The country was under full Communist control though as 
yet they had some inhibitions. As Time Magazine put it, it 
was “99.44% pure.” In particular the army and the police were 
under Communist control. Those men who had so obligingly 
collaborated with the Nazis became again Socialists or Com- 
munists. A current bitter joke said that they had to cover up 
their Hackenkreuz with a Red Star, and the larger had been 
their Hackenkreuz, the larger had to be their Red Star. 

In the first meeting of the University Senate I was elected 
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disciplinary prosecutor. In the situation it was a great vote 
of confidence on the part of my colleagues. The prosecutor was 
the only man who could not be indicted for his past sins— 
there was nobody to indict him. Some professors were barred 
outright from returning to office, others were investigated. Not 
a few of these secured very quickly powerful protection form 
their new masters, mainly Communists and Social Democrats. 
Because the police protected them, too, this frustrated my 
attempts to indict them for years. 

The self-appointed president Benes assumed dictatorial 
powers. He changed the Constitution, abolished the Senate, 
abolished and prohibited all non-Socialistic parties, national- 
ized all industries, all agriculture and all business, established 
Czech concentration camps, and prosecuted all his political 
adversaries in specially appointed “People’s Courts,” composed 
of “lay judges” appointed by the four permitted parties. 

In 1946 we had so-called free elections. Only four Socialist 
parties were permitted: Communists, Social Democrats, Na- 
tional Socialists and Christian Socialists. Each presented one 
slate of candidates, all approved by Communists. Before the 
war these four parties polled only 118 deputies out of 300, 
about 39%. The only other choice was to put a white slip 
in the ballot box, if you went behind the curtain, and so 
became conspicuous to the four scrutineers present, one for 
each party. The Communists received 38% of all votes, the 
Social Democrats 14%, and so tipped the scales in favor of 
the Communists. They were repaid by large political influence. 

Late in 1947 many signs pointed to an imminent political 
showdown. The Communists had consolidated their powers. 
In particular they controlled also the Unified Revolutionary 
Unions. In every larger factory they had established “Worker's 
Militias,” ostensibly to guard the nationalized factories against 
“reactionaries,” in truth as their private military forces. With 
funds taken from the unions they equipped these troops with 
military firearms, machine guns, hand grenades and even tanks. 
The ominous signs thickened every week. 

Shortly before Christmas 1947 there appeared in the Com- 
munist press savage attacks upon several selected professors, 
among them against our Dean, Professor Gustav Svamberk and 
myself, branding us as dangerous reactionaries and as “crystaliz- 
ing points of potential resistance.” At this time we had ob- 
served another strange phenomenon: many matters which were 
discussed confidentially in the faculty meetings were published 
in the Red press. One of the loudest comments on this matter 
was by the aforementioned Vice-Dean Josef Macek. Another 
grave sign was the mysterious formation of a so-called “Action 
Committee” on our faculty. The faculty was on this kangaroo 
court represented by nobody else but by Professor Leopold 
Sauer, the one who was decorated with the “German hen.” 
Only professor Jan Mertl, the former President of the Society 
for Collaboration of Czechs with Germans was not fortunate. 
Somewhat unwisely he had chosen as his protectors the Czech 
Socialists, a non-Marxist party who by then had lost all real 
influence. He was permanently barred from office. 

Early in February the rumors of an imminent coup thick- 
ened, and a new rumor appeared, that the National Socialists 
planned a coup against the Reds. When the Red coup finally 
came off they said they were forced to it, in order to prevent 
the National Socialists from anticipating them. 

On Monday, February 23, 1948, university students started 
huge demonstrations for preserving democracy and freedom. 
They marched to the Prague Castle and demanded to be re- 
ceived by President Benes, but he refused to see their delega- 
tion. They were dispersed by fire of the Worker's Militia. One 
student at least was killed, an unknown number wounded. 
Next day, Tuesday, February 24, many members of the Gov- 
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ernment resigned, and at noon the general strike was declared. 

Two honorable courses of action were open to Benes. He 
could have declared martial law, let the Red leaders be hanged 
in the Prague Castle, and ride on a white horse at the head of 
loyal troops into the streets of Prague. This is what President 
Masaryk would have done. The other course was to resign 
and let the Reds do their own dirty work. Benes chose a third 
course. 

The general strike lasted only one hour, after which Benes 
surrendered to the Red leader Gottwald. Next day Gottwald 
was appointed Prime Minister. In a radio message Benes 
pledged to him his loyalty; a strange sight indeed, the Head of 
State promising loyalty to his Prime Minister. In this way 
Benes handed over his country to the Communists and became 
its first Red President. He died a few months later. To this 
day his widow receives a large pension and lives on her country 
estate in Southern Bohemia. 

On the morning of the Coup, Wednesday, February 25th, 
1948, I had my usual 8 to 10 o'clock class. The whole city 
was in armed uproar, but the lecture went quietly enough, not 
many students came. On returning home at noon I heard 
further news about the Red Coup. My seminar session was 
scheduled for 5 in the afternoon, but it was nearer to six when 
I arrived in the school, the streetcars were not running, as usual. 

The faculty building was empty, all students and professors 
were gone. Only our office manager Mr. Jan Pesovsky was 
present, though it was long past his office hours. He told me 
the whole story. 

Almost an hour before my arrival, towards 5 o'clock, a troop 
of some 70 Worker's Militiamen marched up in front of the 
faculty, armed with brand new military rifles and machine 
guns. They seized the building, cleared everybody out, and 
set up sentries at every exit. The commander informed Pesov- 
sky that on orders of the Action Committee Dean Svamberg 
and myself were summarily dismissed and a new Commissarial 
Dean appointed, one of our junior instructors, Mr. Vilém Sada. 

Pesovsky was a shrewd man and knew where every faculty 
member stood. He telephoned right away to Vice Dean Macek, 
who surprisingly was at home and came at once. Macek had a 
private conference with the Militia Commander. After some 
telephoning the commander turned over the faculty to Macek 
and the troop marched off. On returning home that evening 
I heard my dismissal announced by the now fully Red-con- 
trolled Radio-Prague. 

Before the Coup a faculty meeting had been scheduled for 
Wednesday, March 2, at noon. Because I had not received any 
written notification of my dismissal I considered myself still 
in service and went to this meeting. After a conference with 
me Dean Svamberg came also. Presiding was the new Commis- 
sarial Dean, with Macek as adviser and substitute. To the huge 
enjoyment of some colleagues we addressed the new Dean 
as “Mr. Commissar.” He did not like it but ostensibly ignored 
it. Some of our colleagues ignored us as if we were lepers, 
later they avoided us in the street and failed to recognize us. 

At the meeting Vice Dean Macek proposed the appointment 
of three of his former assistants, all of them Communists, to 
full professors. One of these was also the Commissarial Dean, 
who for this purpose yielded the Chair to Macek. We knew 
of course that two of them were to be our successors, but 
Macek had not the courage to say so in our presence. | raised 
the question for which chair they were to be nominated 
Macek replied evasively that this will be determined later, 
evidently after we will not be present. Then I went home never 
to return again to the place where I had been teaching for 21 
years. 

Because the new Commissarial Dean had no administrative 
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experience, Vice Dean Macek functioned as his adviser and 
as Acting Dean. In this function he became an ex officio mem- 
ber of the all-powerful Action Committee. After my dismissal 
he had himself appointed to my former function of Disciplin- 
ary Prosecuting Attorney and seized my files, which were in 
my office. His own fat file of his Nazi sins disappeared, as did 
the files of other Communists who collaborated with the Nazis. 
This probably was his price for aiding the Reds. 

A few days later, at 10 o'clock on Monday morning, March 
10th, a special messenger came to my home and served me 
with the written notice of my dismissal. Macek did not lose 
much time, the notice had just arrived on the same day in 
the morning mail. 

On the same day Vice Dean Macek, in full regalia with the 
golden chain of office on his neck, made a rousing address to 
the students. He grovelled before his new masters, called the 
students the social engineers of the new state, promised to 
them a glowing future, obliquely admonishing those who did 
not yet accept the “New Order” to remain quiet and to con- 
form loyally. In the following weeks he made more similar 
addresses, all reported in full and with his picture in the Red 
Press. 

Hundreds of professors, lecturers and instructors were thus 
summarily dismissed without pension or redress. Their paid- 
up pension funds were confiscated. Thousands of students were 
expelled for their political beliefs, over 2000 from the Faculty 
of Commerce. They were not permitted to finish their studies, 
but were assigned “educational” jobs as laborers in coal mines, 
factories and remote agricultural regions. Some of them are 
yet being “educated.” 


IV. My REMOVAL TO CANADA 


I was out for good and I knew it. After a few months I 
was supposed to report to a Labor Exchange, and they would 
have found me a “suitable” job. I do not know what it would 
have been, but more than one of my colleagues work to this 
day as agricultural laborers in some small village in a faraway 
eastern province. I did not relish the idea. 

Two years before the coup, in 1946, I had been in Great 
Britain as one of four Czech professors, a year before in 
Holland and Belgium, and a few months before in Austria. 
This gave me an opportunity to take a good look at my old 
country from the outside, and the picture was not so good. 
I had decided then and there that one dismissal was about 
enough for one man’s life. Should I be dismissed again, I will 
emigrate to the country where I had spent two of my happiest 
years, the U.S.A. 

When the Reds dismissed me I was 49 years old, our two 
boys were nineteen and fifteen, respectively. I had called a 
family council and put the whole situation before my wife 
and the two boys. We decided to leave the country. This was 
not an easy decision for a middle-aged couple. We knew 
that we would not be able to start where we left off, but much 
lower. We knew that we would be the sacrificed generation, 
but that for this price our boys would grow up as decent and 
free human beings, not as slaves. 

In the next week several letters went to my friends in the 
U.S.A. and the U.K., through the courtesy of a foreign diplo- 
mat. Very soon I received answers, and after a while I had 
the choice between a large Canadian university and a small 
U. S. college. Because I had an old friend there I decided for 
the Canadian university. What an emigrant misses most is 
not the money, but his old friends. In our age we do not make 
new friends as easily as when we were young. 

Next came the crucial problem: how to get out of the coun- 
try. All passports had been cancelled, everybody who wanted 
to leave the country had to secure an exit visa, and this was 
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granted only to trusted Communists. To run simply over the 
“green border” as the saying was, meant to leave behind every- 
thing that one could not carry. Also, it was dangerous, the 
Red border police short to kill, and many thousands never 
made it. 

Everybody uses what he has in best supply, and so I decided 
to use my long administrative and underground experience, 
and to stake everything on a new, carefully engineered ruse. 
This gap was closed after our departure, the usual answer to 
all new successful attempts. Anybody who wanted to get out 
after us, had to think of something new. I believe that our 
family is the only one which succeeded in getting out in this 
style, taking with them most of their valuable goods. Only 
a very few friends were informed of my secret, none of them 
really believed that we would succeed. 

Before I became professor I had been head of a division in 
the customs service, and I knew the administration inside out. 
I knew further that it requires time to take over the whole 
administration of a country. Finally, for some time I had ob- 
served an interesting activity. Once in a while a wealthy man 
disappeared discreetly abroad. I investigated closely and dis- 
covered that a new V.LP. in the Ministry of Finance is the 
protecting angel, a Dr. Fischl, originally a small-time lawyer. 
For a “fee,” naturally. 

After having taken a few preliminary steps I paid him a 
visit in his office. He knew who I was and what I had been 
doing, he suspected that I knew, and was far from comfortable 
with this knowledge. I offered him a large amount in cash for 
his favorite personal charities. This was probably peanuts to 
what he had been getting elsewhere, but he felt it might be 
more comfortable to have me out of the country. He accepted. 

Then I made all the necessary steps in the most discreet 
manner, paying my way liberally at every step. Many problems 
were involved. For instance, our furniture had to be packed 
in a way which would not arouse the curiosity of our tenant 
and of our neighbors. I engaged a few men, ostensibly to 
repair our furniture, saying that I would move part of it to 
our country place. Then I had to arrange for the customs 
inspection. The passport problem was even more difficult, but 
we had old passports, and had them extended at a small office 
whose authorization had not yet been recalled. This made it 
unnecessary to apply for an exit visa. Next were the foreign 
visas, the seats on the plane, and many other problems which 
here are most simple. Our older boy was in military age, and 
I had to secure a special permit for him. Fortunately I had 
discovered an old friend in the Ministry of Defense. He was 
to retire the next week, but before this he managed to give 
the necessary orders. 

When practically all was finished, I went for a light cure 
in a northern spa, so as to drop out of sight in Prague. After 
I returned home we were all set. The whole trip was minutely 
planned as a military operation. In this way we were able to 
take along the cream of my library, our best furniture, and our 
most valuable pictures, glass, ceramics and other collections. 

We left on a late Saturday morning. By then all offices were 
closed and they would not be opened until Monday. The vans 
arrived and were loaded, to the great surprise of our tenant 
and of our neighbors. Our household goods were carefully 
routed in advance, they left the country soon after our own 
departure. 

On the way to the airport we had a last glimpse of our home 
town, which we were leaving forever. The sun was warm, the 
air fresh. Children were playing in the streets. We arrived at 
the airport with our hand baggage just before the departure 
of the plane. In public the customs officers were very gruff and 
vociferous, but they took us inside the office, and everything 
went smoothly. We boarded the plane to Amsterdam. The 
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stewardess looked upon us with wonder, we were the only 
complete Non-Communist family to leave the country in this 
style. When we crossed the Czech border to Bavaria the four 
of us heaved a deep sigh. It was in part a relief, in part a sad 
farewell to our unfortunate country. It was also the foreboding 
of our unknown future. 

Our removal was made possibie not only through careful 
planning, much money and good luck. Some of our friends 
helped us greatly. Others may not have felt as friendly, but 
they looked the other way. Even if you are a good Communist 
it is difficult to prosecute a man, if you had been for six years 
in a Nazi concentration camp, and on your return your wife 
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tells you that your children would have starved if this man 
had not come every few months to see Her with a bag of flour 
or some money. Even some Communists can be human. 

As a final twist of the Communist nose we let them pay 
for our removal in hard-to-get dollars, and we did not choose 
exactly the cheapest way. They discovered this to their sorrow 
only after we had left. 

More than 8 years have passed since, but we do not wish 
to hurt our friends. For this reason a few minor matters had 
to be left out and one or two facts changed. The times and 
the dates are authentic. 


Passports To Citizenship 


PARTICIPATING IN THE AMERICAN DREAM 
By LIONEL CROCKER, Chairman, Department of Speech, Denison University, Granville, Ohio 


Delivered at Commencement at Fremont High School, Fremont, Ohio, June 1, 1956 


E AMERICANS have no more universa! or lovely 
celebration than the high school commencement. 
It symbolizes our togetherness. No one could write 

about America without mentioning this community festival. 

The high school commencement is an integral part of our 
American life. Songs are written about high school sweet- 
hearts, “I’m Going to Marry My High School Sweetheart.” 
Movies deal nostalgically with the theme. Remember the 
movie Ah Wilderness by Eugene O'Neill had a charming 
scene developed around the graduation from high school. 

No civilization has ever before tried to educate all its 
citizens. Fremont joins every community in the United States 
in the celebration of this event. Tonight Fremont is at its 
best. Commencement is the climax of Fremont’s public school 
enterprise. 

You graduates will never forget this evening. Subcon- 
sciously you have a feeling that this is one of the most 
momentous events in your life. The entire occasion vibrates 
with your regret and anticipation. The ship is setting sail 
for distant horizons and your high school diploma is your 
passport. The moorings are being cut. Your passports bear 
the visas stamped with the love and devotion of your 
parents and teachers and friends. And remember as you sail 
forth that it is the set of the sail and not the gale that 
determines the goal. 

But wait! Why do your parents and neighbors dig down 
deep into their pockets to make these twelve beautiful years 
possible? Like Emily in Our Towm you will someday awake 
to realize that these years were beautiful, and, like her, you 
will try to recapture just one beautiful moment. 

Let me suggest four reasons why you have received these 
passports at public expense: 

I. We want our form of government to continue. 
II. We want you to make the most of your powers. 
III. We want you to be an economic unit. 
IV. We want you to be a good citizen. 

I. We want our form of government to continue. We par- 
ents and neighbors believe we have the best and oldest form 
of government known to man. No other form of government 
has lasted as long. Hitler and Stalin strutted their stuff for 
a few decades! 

Whar a thrilling thought that you and I are Americans 
like Washington, Jefferson, Hamilton, Calhoun, Clay, Webster, 
Robert E. Lee, Lincoln, Roosevelt, Wilson, Taft, and Van- 
denberg! 


We want our schools to continue their work of making 
us all feel a sense of belonging to a great nation. The schools 
hand on our heritage. Whether in California or Ohio, Ameri- 
cans are taught about the victory at Yorktown, the Louisiana 
Purchase, the Battle of Gettysburg, Seward and Alaska, D 
Day and the Normandy invasion. 

Americans from every state in the Union when gathered 
on a foreign strand can sing together The Battle Hymn of 
the Republic, Swanee River, Old Black Joe, My Country "Tis 
of Thee, The Star Spangled Banner. 

Our schools teach the structure of our government: the 
judicial, the legislative, the executive. We learn about checks 
and balances. We have faith that knowledge breeds respect, 
that respect breeds love, and that love protects. Once you 
understand and love America you will spring to her defense. 

Il. We want you to make the most of your powers, your 
dreams, your talents. You have been given twelve years to 
show the kind of stuff you are made of. We want every 
youngster to have this chance. We want to throw out the 
net wide and deep to catch all the talent we can for the 
common good. We breed prize cattle, but the human genes 
are such that we can never tell where we are going to find 
genius. Explain Abraham Lincoln if you can! Let me give 
you eight examples from various walks of American life and 
show you how splendidly our search for talent to keep the 
American ship dam afloat works. 

In a tiny village, Jeffersonville, in southern Ohio was born 
a youngster by the name of Grayson Kirk. One evening he 
sat on a graduating platform just like you. He went to 
neighboring Miami University and studied political science 
Today he is President of Columbia University. 

At a high school commencement in Ironton, Ohio, not 
so many years ago there was a young man by the name of 
Harlan Hatcher. He became a professor of English at Ohio 
State University, later a vice president. Today he is president 
of my alma mater, the University of Michigan. 

Did anyone think that Howard Jefferson when he sat 
on the platform at Norwalk, Ohio, would one day be president 
of Clark University via Denison University and a professor 
ship at Colgate University? 

Who ever thought that Walter Reuther of Wheeling, W. 
Va., when he graduated from high school, would one day 
become one of America’s great labor leaders? Recently he 
made a goodwill tour of India and did much to counteract 
Communistic propaganda against the United States 
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Do you suppose that any teacher in Baltimore, Maryland, 
dreamed that Thurgood Marshall, the great Negro lawyer, 
would one day stand before the Supreme Court of the 
United States and plead the cause of desegregation for his 
race and win? 

The architect of the winning design for the beautiful new 
$5,000,000 Veterans Memorial Auditorium in Columbus 
was a Utica High School graduate. 

When Anthony Eden was ailing with gall bladder disease 
his British surgeons consulted with a young American surgeon, 
Richard Cattell, of Martins Ferry, Ohio. In his Boston clinic 
he operated on Sir Anthony Eden and restored him to health. 
Today Sir Anthony is carrying the tremendous burdens of 
the British commonwealth. 

Do you suppose the teachers of Denison, Texas, and 
Abilene, Kansas, ever dreamed that their pupil, Dwight Eisen- 
hower, would command a victorious army in Europe and be 
elected to the presidency of the United States? 

Education is America’s secret weapon as President Eisen- 
hower pointed out in his Baylor University address. Dictators 
may come and go but our supply of leaders is constantly 
being replenished from the rank and file. America believes 
in helping you develop your talent for the common good. 
Shame on you if you hide or bury your talent! Your diplomas 
are yOur passports to opportunity to help you and your fellow 
Americans achieve the American dream that every individual 
should have the opportunity of developing himself to his 
fullest. 

Ill. We want you to become an economic unit. Your high 
school diploma has some cash value. Perhaps you will cash 
in on it now or you will use it as a stepping stone to further 
economic value. Statistics show that the more education 
you have the greater your money value to society. 

The girls in the class should learn how to earn a paycheck 
before they marry. A few years more of specialized education 
will make you more valuable as a member of society and a 
member of a family unit. Your marriage will be more stable 
if you can, if need be, contribute to its support. The wife 
in an agriculrural age helped with the family income by 
making one making clothes, working in the fields. Today 
in an industrial society there are few opportunities in the 
home to help with the family budget. The smart girl will 
take up nursing, teaching, secretarial work, medical laboratory 
work so that she can earn a decent wage. When she marries 
she will be a real partner in the business of setting up a home. 

Your community has an investment in you and wants 
you to pour back into the common treasury your economic 
worth. The more you earn the more taxes you will pay. 
Justice Holmes once said, “Taxes are what I pay for civiliza- 
tion. 

IV. We want you to be a good citizen. We want you to 
take your place in the community. We want you to serve as 
members of school boards, as county commissioners, as 
precinct captains, as candidates for local and state offices. 

We want you to be willing to campaign for new and better 
schools. Other civilizations have erected temples to their 
dead like the Taj Mahal and the Pyramids, but we Americans 
build schools for our living boys and girls. 

And we want you to participate in the American voluntary 
system. Think of the Rotary Club with its voluntary work with 
crippled children. Think of the Lions Club and their work 
of mercy for the blind and for the poor sighted. Our drives 
for funds to combat polio, cancer, muscular dystrophy, and 
the other diseases that plague mankind are all voluntary. 
Americans work with the boy scouts, girl scouts, parent 
teachers .associations with no thought of pay. Participate in 
the American dream, the good life for all. 
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As a good citizen you will always be confronted with 
three conflicts. The first is with your environment, the second 
is with your fellow Americans, and the third is with yourself. 

A) The conflict with your environment. Let us consider 
four specific factors in your daily life with which you must 
come to terms: 

1. The automobile 

2. Television and radio 
3. The movies 

4. Alcohol 

1. The automobile. May | remind you that the high powered 
car of today is not a plaything, but many young people insist 
that it is. 

The other evening I was driving to a speaking engagement 
when a Plymouth with five teen agers slowed down forcing 
us to stay behind them. When we tried to pass, they speeded 
up. This “game”, which could have been fatal, went on for 
several miles. The girls leaned out the windows of the car 
and laughed at us. Finally, we came to a long stretch of clear 
road and we had to hit 80 miles an hour to pass this load of 
irresponsible youngsters. As soon as we got safely by, I 
made it plain to the driver that I was taking down their 
license number to report to the State Highway Patrol. When 
the driver saw what I was doing, she turned down a side 
road. 

When you get into the seat of your automobile, remember 
that you have 250 wild horses ready to obey or kill you. 

You of course know that insurance companies charge 
about three times the rate for insurance for applicants under 
25 years if the insurance is in the applicant's name and about 
twice if the insurance is in the father’s name. 

To participate in the American dream you must come to 
terms with the automobile. 

2. Television and radio. The other evening I had dinner 
at the Sigma Chi house on our campus. After dinner we 
went into the living room. I looked forward to a pleasant 
chat for we had much in common. Instead the TV set was 
turned on and all of us sat dumb before an old Roy Rogers 
movie. 

Shall we let radio and TV deprive us of one of the joys 
of living, stimulating conversation. I heard of one man who 
cancelled all his magazine subscriptions because he said 
that now with TV he no longer had time to read. 

3. The movies. I once had a freshman who was so addicted 
to the movies that he went to the first show every night of 
the week. Fourteen hours of good study time. He soon forgot 
the trash he saw, but suppose he had spent these hours 
mastering a foreign language, or reading Hamlet, or The 
Medea, or Antigone, or studying mathematics, or chemistry, 
he would have been increasing his tools to appreciate the 
world he was living in. Remember if you think two thoughts 
where I think one you live twice as long. 

4. Alcobol. Will you think me an old fogy to warn you 
against the use of alcohol? Alcohol is the number one health 
problem in the United States today. You are living in an 
alcoholic society. We are spending $20,000,000 a day on 
alcohol. 

As you leave the parental roof and go out into this alcoholic 
society do not be afraid to say, “Make mime a coke, or a 
lemonade, or a 7 Up.” There are a number of youngsters your 
age who are waiting for just that sort of leadership. 

One brilliant young student, I now have in class, confessed 
to me the other day that he had never touched alcoho! until 
he got to college. Now he was finding pleasure in sitting in 
a beer hall! all day drinking and singing with his college 
bums. The dreams of becoming a great chemist are slowly 
fading. 
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B. The conflict with other people. You are fortunate in 
growing up in an era in American education when there is 
much emphasis on social relationships. 

On nearly all recommendation blanks there is a line which 
asks for information on the applicant's ability to get along 
with other people. More people lose jobs because of their 
inability to get along with their fellow employees than 
through lack of know-how of the job. 

I want to tell you the story of Woody Hayes, the great 
football coach at Ohio State University, and his struggle 
to learn how to get along with other people, especially the 
members of his football team. 

As you may know Woody went to Denison and was one 
of my students. He came from a fine background. His father 
had been Superintendent of Schools in Newcomerstown. He 
was held in such high regard that on his retirement a 
plaque was erected to him in the school building paid for by 
the bus drivers, the teachers, the school children; and the 
citizens of the town. 

But when Woody came back to Denison to coach after 
the war one by one his football team turned in their uniforms. 
My nephew George, who also had seen military service and 
who was a football player, said that Woody treated his team 
as if they were still in service. He was arrogant and lofty. 
The boys did not like it. They quit. 

As a comsequence the first year Woody won very few 
games. But when Woody came to himself, as the Bible says, 
he dropped his military ways and started to treat the boys 
like human beings. The players’ problems became his prob- 
lems. He called them by their first names. The next two 
years were perfect. No losses. Miami University at Oxford 
hired him. Then Ohio State University. His success as a 
coach is due today in no small part to his ability to get his 
team to play for him. After the Wisconsin game the team 
carried him off the field on their shoulders and threw him 
into the showers. Last fall when the East-West games were 
played in San Francisco, Woody was coach of the East team. 
When the boys came down to breakfast they found a silver 
tie clasp at each plate with their names engraved on them. 
They also found a slip permitting a free telephone call home 
to talk to Mom and Dad. Each player was a human being. 

And you may remember, that, when recently Tug Wilson 
had Ohio State University on the carpet, Woody went out 
of his way to invite Tug Wilson to the banquet held in 
connection with the spring football clinic. Later Tug Wilson 
said that he had never been more royally treated. 

C. The conflict with yourself. Hamlet cried out, “To be, 
or not to be!” That sentence has lived because it has echoed 
a universal cry of all young people. It must be answered. 
It can not be put off or denied. 

Here is a young man who never won the conflict with 
himself and with other people. He went to a college in 
Indiana. As a youngster he was precocious. Everyone marked 
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him for greatness. 

But in growing up he had never learned how to come 
to terms with disappointment. In college when he could not 
have what he wanted, he brooded. Most of us learn how 
to shrug off our frustrations; we learn how to rationalize. 
When this brilliant young man did not get the presidency of 
his fraternity, his ego was bruised and battered. When he 
failed to get the editorship of the college paper, he became 
violently depressed. He got up one morning before his room 
mate was awake, took an early bus to Terre Haute, rented a 
room in a cheap hotel, bought a bottle of whiskey, and went 
up to his room and blew his brains out. 

On the other hand here is the story of Harrison Dillard, 
the Olympic track star, who did win in the conflict with 
himself. 

Ed Finnegan, the coach of Harrison Dillard, was on our 
campus recently and told this story at a football banquet. 
When Ed was coach at Baldwin-Wallace College, he wanted 
Harrison Dillard to be om his track team for he had dis- 
tinguished himself as a hurdler in high school. Ed and a 
member of his staff went to call on the Dillards. In the course 
of the conversation with Harrison, Finnegan said, “Do you 
really want to be a great athlete?” And thereupon Harrison 
went to his room and came back with a pair of worn track 
shoes. “Do you see these, Mr. Finnegan?” He handed the 
shoes to Ed Finnegan. Then he continued, “These shoes 
belonged to Jesse Owens. One day when Jesse Owens was 
receiving a hero's welcome here in Cleveland, I watched the 
parade from the corner of 57th and Euclid. When the auto 
passed me, Jesse Owens smiled at me and tossed me his 
track shoes. I caught them with eager hands. I made up 
my mind then and there that someday I would be worthy of 
wearing those shoes.” 

I hope that someone, somewhere, along the line has tossed 
you a challenge to make the most of your talents to con- 
tribute to the American dream. Perhaps your father or mother 
or grandmother or a beloved teacher or preacher has whispered 
into your ear some word that will inspire you all your days. 
Perhaps wrapped up in this diploma is your determination to 
help make the American dream come true: opportunity for 
every boy and every girl to make the most of their talents 
for the common good. 

Tonight you will receive the passport to Citizenship, an 
invitation to participate in the American dream. 


O beautiful for patriot dream 

That sees beyond the years, 

Thine alabaster cities gleam, 
Undimmed by human tears! 

America! America! 

God shed his grace on thee, 

And crown thy good with brotherhood 
From sea to shining sea. 


Brazil in the Future of America 


THE CHALLENGE IS AN ECONOMIC ONE 
By J. PETER GRACE, President, W. R. Grace Co., New York, N. Y. 
Delivered to The Executwes’ Club of Chicago, Illimois, April 20, 1956 


R. CHAIRMAN, to be invited to lunch at all by the 
Executives’ Club of Chicago is a distinct privilege. 

But to be invited to be your speaker is an honor 

which should belong to a much more learned man than L I 
gratefully acknowledge your generosity in selecting me—oaly, 


however, in my capacity as the representative of the 45,000 
men and women in 21 countries who really constitute W. R. 
Grace & Co. On their behalf and on my own, I thank you 
for this privilege. 

Although W. R. Grace & Co. has more recently become 
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known primarily as a United States chemical company, it 
has its roots deep in Latin America, and the lessons we have 
learned during more than a century in that rapidly developing 
part of the world will always remain a basic part of our 
business philosophy. 

On various occasions in the past I have referred to the 
importance of Peru, where our company was founded more 
than a century ago, and of the vital role of Chile, Venezuela, 
Colombia, Mexico, and other Latin American countries in 
the history which is being written in our time. 

Today I should like to discuss with you the significance 
of a Latin American country which is perhaps more vital 
to the future of our Western World than any other. I refer 
to Brazil. 

This vast and dynamic nation is now within striking 
distance of its manifest destiny of economic and political 
greatness, and I should like to discuss it from the point of 
view of a businessman. But before going any further, I should 
emphasize that 20 years of training in the Grace organization 
have taught me that no North American should think of 
a Latin American country purely as a business proposition. 
Latin America has a vital part in our present and a much 
more important role in our future. The point is that we can 
engage in business there, earning a profit for our stockholders, 
and at the same time contribute to the future security of the 
Western Hemisphere. 

Although our main Latin American interests have been 
concentrated in the west coast countries of South America, 
still the Grace organization has been active in Brazil for 
more than a half century in trade and commerce. From our 
long experience in Latin America we are convinced that, for 
massive growth potential, the opportunities in Brazil are 
unmatched in the world. I hasten to state that our own 
knowledge of the industrial field in Brazil is by no means 
as profound as that of many American concerns whose head- 
quarters are right here in Chicago. In fact, Chicago is a really 
great center of knowledge in this country regarding Brazilian 
and other foreign business. 

When this country needed an Assistant Secretary of State 
for International Economic Affairs, it turned to the First 
National Bank of Chicago to select Herbert Prochnow. A 
Chicago firm, International Packers, in partnership with the 
Kleberg family of the King Ranch, is revolutionizing the 
cattle-raising industry in central Brazil by introducing the 
Santa Gertrudis breed. This has enabled an English beef type 
of cattle for the first time to resist the local ravages of hoof 
and mouth disease and climate. In addition to highly efficient 
management of its 40,000 head of cattle and 155,000 acres 
of land, this company has also won the praise of Brazilians 
for its modern techniques of land clearing and development. 
The first survey for this project was made by a Chicagoan, 
A. Thomas Taylor, together with Robert J. Kleberg of the 
King Ranch. In two small Beechcraft planes, they covered 
the entire Matto Grosso territory, the Grand Parana, and 
explored the Brazilian interior to the Paraguayan and Bolivian 
borders. There is no question that Tom Taylor and Bob 
Kleberg know more today about the great potential of the 
interior of Brazil than any other Americans. 

To those who would regard Chicago as something less 
than internationally minded, I would like to mention Inter- 
national Harvester, Sears Roebuck, Fairbanks Morse, Armour, 
Swift, Wilson, Abbort Laboratories, Quaker Oats, Pullman 
Standard—just to name a few of the many great Chicago 
companies doing business in Brazil. Despite the already great 
economic stake we have in Brazil, I am sure that all of you 
will agree with me that we have not even begun to begin 
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the job of developing the United States-Brazil economic 
relationship to the fullest. This I think is one of the most 
important elements in our economic foreign policy for the 
second half of the 20th century. 

Today we have already made a good start in this direction. 
Total United States direct private investment in Brazil at 
the end of 1954 amounted to $1.1 billion. Excluding the $1 
billion of United States capital invested in the petroleum 
industry in Venezuela, Brazil has more United States direct 
private investment than any other Latin American country. 
Equally impressive is the fact that, during the 8 years from 
1946 to 1954, total United States direct private investment in 
Brazil increased 225 percent and manufacturing investments, 
where our best opportunities lie, at an even greater rate— 
325 percent. 

Soviet Premier Bulganin’s recent economic manifesto to 
Latin America indicates that there is danger of a vacuum in 
economic leadership in the Western Hemisphere. The United 
States must assert that leadership, and to do so it must work 
particularly closely with Brazil. 

The challenge as it pertains to Brazil is not one of political 
cultivation, for our countries have been friends for generations, 
even before Brazil declared herself a republic and adopted 
a constitution modeled after our own. Rather, the challenge 
is an economic one. 

You will all recall that Brazil's dynamic new President 
Kubitschek made a special trip to the United States just 
before his inauguration last January. He invited American 
businessmen to bring their talents and their experience to his 
country. The question now, therefore, is whether American 
private capital is going to increase substantially its investment 
in Brazil, working with Brazilians in developing their tre- 
mendous natural resources and their huge industrial potential. 

To start off with, I would like to give you a few highlights 
on Brazil. First of all, Brazil is big—both in area and in 
population. 

In area Brazil accounts for half of South America. To make 
an even more pointed comparison—and I hope that some of 
my Texas friends may hear this one—Brazil is bigger than 
Texas. As a matter of fact, it is bigger than Texas plus all 
the rest of the United States, including Texas—and that is 
big in anybody's book. 

Brazil's population presently stands at 58 million people, 
which is just under one half of South America’s total of about 
122 million. This country’s vitality can be further appreciated 
by the fact that its population is increasing at the amazing 
rate of 2.4 percent a year—or at a 30 percent faster rate 
than in the United States. 

To put it another way, Brazil's present population is greater 
than the United Kingdom, and four times that of Canada. 
By the end of 1980, its population is estimated to equal over 
105 million, or 60 percent of the present population of the 
United States. 

Equally impressive as the vitality of the Brazilian people, 
is their quality and character, one of the nation’s greatest 
assets. They are by nature a kindly, pleasant, cooperative 
people. They have unusual patience and sense of humor 
blended with quick intelligence and great common sense. 
They are working with missionary zeal to develop their 
country to take advantage of the opportunities now opening 
up for them and their children to get ahead. The street cleaner 
sees his son go into factory work earning good wages. The 
mechanic's assistant today opens a one-man repair shop 
tomorrow. The small-business man firmly expects to make 
a million before he quits. 

We know this exciting story very well because this is the 





a a 











— oO ee 


ee ee) 


J 
35 


‘=a DB a - FO 


~ © 


eS —_— | = TP 


ee Vy FF YS 


——~ TV VT @ 


i | ee | 











LIONEL CROCKER 


way the United States grew in economic strength. A strong 
middle class with increasing purchasing power is rapidly 
developing in Brazil. This opens up promising new economic 
vistas in an area which is big, in a market that is growing 
and in a country that wants American capital. 

In the lifetime of many of us here, Brazil has turned itself 
from an agricultural country which imported just about 
everything, including ice, to the most highly industrialized 
nation in Latin America. In the 10-year period from 1940 
to 1950 alone, Brazil almost doubled the number of her 
industrial establishments from 49,000 to 89,000 and they 
are estimated at 115,000 today. 

Today Brazil is manufacturing an increasingly substantial 
part of its own needs including railway equipment, radios, 
refrigerators, machine tools; precision instruments, diesel 
motors and many other products. 

In 1938, Brazil's crude steel production amounted to only 
101,000 tons. By 1954, its production had risen to 1,292,000 
tons, an increase of 1,200 percent. During this same period, 
crude steel production in the United States rose from 32 
million tons to 88 million tons, or by 175 percent. 

Brazil produced 109,000 tons of paper other than newsprint 
in 1938 and, by 1954, 298,000 tons, an increase of 175 percent. 
In the United States, the production of paper excluding news- 
print increased from 5.4 million tons to 11.8 million tons, 
120 percent. 

In the 1920's Brazil had only 1 cement plant. Today it has 
31 and the industry is planning to spend $50 million in 
expansion to meet demand. Since 1938, Brazil's cement pro- 
duction has risen from 681,000 tons to 2.7 million tons, or 
by 290 percent, about twice as fast as the 150 percent increase 
in the United States during this period. 

In 1946 electric refrigerators were mostly imported and 
were only for the wealthy. Today Brazil produces 100,000 
units a year and production is scheduled to be doubled within 
the next 2 years. Before the war all window glass installed 
in Brazil was imported. Today four large modern plants are 
supplying the ever-growing market. 

Undoubtedly, the greatest symbol of Brazil’s economic 
growth is the dynamic area of Sao Paulo. Fifteen years ago 
the Sao Paulo area was important principally as a coffee, 
cotton and textile center. Brazil accounts for 51 percent of 
the total cotton spindles in all of Latin America, 45 percent 
of which are located in Sao Paulo. Exports of cotton and coffee 
from this area account for 46 percent of all of Brazil's exports. 
Furthermore, the Sao Paulo district today represents the 
largest concentration of industrial strength and potential in 
Latin America and accounts for the following: 

Forty percent of Brazil's total industrial establishments. 

Forty-five percent of the installed electric capacity. 

Thirty-five percent of the railway mileage. 

Sixty-five percent of the petroleum refining capacity. 

Twenty-five percent of the steel and laminated products 
output. 

At the end of 1954 it is estimated that about $600 million 
of United States direct private investment—60 percent of 
the total for Brazil—was concentrated in the Sao Paulo area. 
This amount is greater than for any of the other Latin Ameri- 
can republics with the exception of Venezuela, Cuba and 
Chile. 

A visitor to Sao Paulo today can practically see this growth 
taking place with his own eyes. Back in 1949, he would have 
seen only three skyscrapers being constructed. Last year he 
would have seen 47 new skyscrapers being added to Sao 
Paulo's rising skyline. In the urban area of Sao Paulo, new 
buildings are being started on the average of one every 18 min- 
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utes. As a further indicator of the tempo of activity, there are 
approximately 40 round trip flights daily, excluding inter- 
national flights, between Sao Paulo and Rio. Excluding in- 
transit passengers, air traffic through Sao Paulo has increased 
from a total of 264,000 passengers in and out during the 
year 1946 to 997,000 passengers in 1955, an increase of some 
277 percent. 

Belo Horizonte is another example of a Brazilian boom 
town. Fifty-eight years ago it was staked out for a population 
of 200,000 as a capital for the mineral-rich state of Minas 
Gerais and laid out like Washington and Paris. Today it 
has over twice that many people—440,000. An_ industrial 
area outside the city limits has been filled and a new one is 
being planned. A German firm has set up a 96,000-ton 
rolling mill. RCA is building an assembly plant for tubes 
and electronic parts. Some 12 other plants are either being 
built or already in operation. Population is increasing at the 
yearly rate of 5.4 percent, or over twice the rate of the entire 
country. Fifty-five flights a day are handled by the city airport. 
Belo Horizonte, in short, has all the sounds and sights of a 
first-class industrial boom town. 

In specific industries the names that lead the industrial 
fields throughout the world are far from strangers in Brazil. 

In chemicals you will find Du Pont, Solvay of Belgium, 
Koppers, Union Carbide, Imperial Chemical. 

In pharmaceuticals, Squibb, Eli Lilly, Parke Davis, Pfizer, 
Merck, Bayer, Ciba, Geigy. 

In tire production, Firestone, Goodyear, Goodrich, Dunlop, 
Pirelli of Italy. 

In automotive assembly, Ford, GM, Chrysler, Internationa! 
Harvester, Mercedes-Benz, Fiat and Volkswagen. Supporting 
this mushrooming automotive industry are more than 800 
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independent plants, supplying parts and materials to the as- 
sembly lines. 

This impressive array tells a dramatic story of Brazil's 
industrial boom. It is the story of an economy expanding at a 
remarkably rapid rate. 

During the period 1946-1954, Brazil’s gross national prod- 
uct increased at an average annual rate of 7.5 percent, the 
highest of any country in Latin America. This compares with 
an average annual rate during the same period of 3.2 percent 
for the United States and 4.4 percent for all of Latin America 
—Brazil included. 

In terms of volume, the gross national product of Brazil 
in 1954 amounted to $13.9 billion. This was 30 percent of 
the total gross product of all Latin America. 

One of the most attractive features of the Brazilian economy 
is the tremendous growth potential of its consumer market. 
Today only 20 million, or approximately one-third of its 
58 million people make up the consumer population, thus 
leaving two-thirds yet to be brought in. 

I am sure that many of you are wondering how United 
States companies have fared in Brazil in the past. The answer 
is that despite political unrest, exchange difficulties and 
inflation, American business has done exceedingly well in 
Brazil. Just as a few examples, I cite the following: 

American Home Products’ investment in Brazil has in- 
creased 270 percent since 1950 and its sales volume, 375 
percent. 

Sears, Roebuck opened its first store in Rio in 1948. To 
this it has added 2 in Sao Paulo and 1 in Santos. Practically 
everything Sears sells is manufactured in Brazil by Brazilians 
according to its own specifications. 

The Lone Star Cement Co. established a Brazilian subsidiary 
in 1933 with a capacity of 800,000 barrels a year. Today its 
capacity has been expanded to 3.6 million barrels. 

Ford has found in Brazil a major export market. Through 
its Brazilian subsidiary, Ford has sold some 130,000 vehicles 
there in the period since the end of World War Il. By 1948 
Ford became so convinced of the great potential of the 
Brazilian market that it decided to replace its old assembly 
facilities with a new $14 million plant, which was completed 
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in 1953, with a capacity of 125 cars and trucks a day. 

Ford’s local purchasing program, started in 1949 and aimed 
at helping Brazil conserve foreign exchange and develop local 
industry, is an excellent example of how foreign capital can 
assist in strengthening a nation’s economy. Today Ford pur- 
chases about 3,000 different items locally and the percentage 
of local material used in a Ford truck has risen to approxi- 
mately 32 percent by weight. 

We definitely think the Brazilian investment climate is 
good. Brazil is eagerly seeking and needs foreign investors, 
but she wants and obviously requires the kind that will stay 
on for the long pull and help in her industrial and economic 
development. I think it is a serious mistake for any of us 
to insist that Brazil conform to our every possible request 
before we consider investing. Real partners who come to stay 
will prosper in Brazil. 

Brazil is understandably sensitive ard has little regard, 
as we do, for the Monday morning quarterback. To our 
advantage her people, plair y and simply, like Americans 
and they say so. Our own Washington and Lincoln are great 
political heroes there. Brazil has stood by us in war. She is 
sending us her students and engineers and doctors for study. 
Last year alone, 507 of her students and 88 of her doctors 
were being educated in the United States. Dr. Milton 
Eisenhower, on his memorable Latin American trip, noted 
Brazil's interest in American tradition and history. President 
Kubitschek is in the best American tradition of the self-made 
man. He worked his way through medical school and fought 
his way to national leadership, rising from such poverty that 
he wore his first pair of shoes at the age of 11. President 
Kubitschek’s administration already reflects this same drive 
and energy. 

I do not venture to predict that the dilemma of coffee 
prices which has plagued Brazil’s export trade and her ex- 
change position will soon be solved. I would urge, however, 
that as friends of Brazil we take a more sympathetic attitude 
toward her need for a fair return on coffee, her largest export. 
After all, she is not asking for a handout and every dollar 
she gets for coffee comes back to us in the purchase of United 
States goods. 

I will, however, venture one prediction, and that is that 
Brazil in the very near future will take affirmative steps to 
solve her petroleum problem in her own way. Today Brazil 
is spending almost one-third of her dollar earnings on oil 
imports and there appears to be no doubt that President 
Kubitschek is determined to bring about a speedy solution 
to this vital problem. 

Gentlemen, Brazil offers an opportunity for United States 
private capital unique in our times. This great nation has a 
definite and important place in the future of America. With 
much of Brazil's economic potential yet to be developed, our 
dependence upon Brazil in the years to come will constantly 
increase. American technology may substantially change this 
situation, but for the long run we must assume, I feel, that 
Brazil will be one of our most indispensable economic allies. 
We should show our confidence in this country now, for what 
we do today in Brazil will determine in the years ahead what 
Brazil will do for us. 

In the future Brazil will take her rightful place among 
the leading industrial nations of the world. For those of us 
who go into Brazil now and work with the Brazilians in 
developing their country at this very time when they are 
growing and seeking our help, the returns over the years 
should be eminently rewarding. Therefore, it is to our own 
interest as well as to hers that we accept the invitation now 


being offered us to share in Brazil's destiny. 





